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Current scholarship portrays equity crowdfunding as a disaster. For
example, many experts say that only startups that cannot utilize more
traditional methods of financing will turn to equity crowdfunding.
Additionally, given that the only ventures using equity crowdfunding are
otherwise unworthy of funding, those startups make for incredibly risky
investment opportunities. Further, unaccredited investors (investors with
lower incomes and net worth) regularly participate in these risky offerings,
creating the potential for investors that cannot afford to lose their
investments entering into investments that they are very likely to lose.
Critics claim that this perfect storm makes equity crowdfunding undesirable
on a societal level.
This article seeks to reverse that narrative by considering equity
crowdfunding issuers previously ignored by the scholarly literature:
businesses in the arts, entertainment, and sports industries with an intense
local following. A closer look at these equity crowdfunding campaigns
reveals that these ventures have found success when raising money from
local “fans” who engage with the entertainment experience provided by the
business. For these ventures, the capital raised is often significant, allowing
for the company to expand its offerings to customers. For investors, these
investment opportunities: (1) can be less risky than investing in traditional
startups; and (2) provide a way to help a business about which they are
passionate.
Lastly, this article argues that we should reframe scholarly discussions
around equity crowdfunding, given that it is a useful way for locally-focused
arts, entertainment, and sports businesses to raise money from the company’s
fans. In particular, this article advocates for common-sense reforms to
Regulation Crowdfunding to make it easier for companies to raise money
from their fans, while maintaining strong investor protections.
I.

INTRODUCTION

To date, equity crowdfunding has been an underwhelming development
in entrepreneurial finance.1 The initial expectation that equity crowdfunding
1. See generally Andrew A. Schwartz, The Gatekeepers of Crowdfunding, 75 WASH. &
LEE L. REV. 885 (2018) (discussing the underwhelming usage and success of equity
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could rival the likes of angel investment and series seed rounds for all types
of entrepreneurial ventures was likely unrealistic. Critics claim that only
poor-quality startup ventures raise money through equity crowdfunding,
making those investments dangerous for the typical unaccredited investor.2
These factors have created a pessimistic outlook regarding equity
crowdfunding in the scholarly literature.
However, viewing equity crowdfunding as an outright failure is unfair.
In fact, a closer look at many equity crowdfunding portals reveals that this
method of entrepreneurial finance has carved out a niche in financing
entrepreneurial ventures that serve local consumers in the arts, dining,
entertainment, and sports industries.3 For these entrepreneurial ventures,
equity crowdfunding serves an important purpose, allowing the ventures to
be financed by local, unaccredited investors who are avid fans.4
Additionally, these observations extend an important scholarly
discussion regarding the local nature of angel and venture capital investment
into the equity crowdfunding category.5 By building upon these already
strong theories regarding the local nature of venture investment, this article
seeks to analyze the differences presented by equity crowdfunding
investments when compared to their more traditional counterparts. In
particular, this article observes a new category of early-stage venture
investor: the fan.6 This article also argues for a common sense reform to the
SEC’s equity crowdfunding rules that will allow for local investors to have
an additional path to access equity crowdfunding investments, while
retaining strong protections for investors.7
This article proceeds in six sections. Next, in Section II, I will review
the scholarly literature on the local nature of venture financing investments.
Then in Section III, this article will discuss the origins of equity
crowdfunding, the laws governing equity crowdfunding, and the competing
narratives regarding the success (or failure) of equity crowdfunding to date.
In Section IV, this article reviews the equity crowdfunding campaigns of
businesses in the arts, entertainment, and sports industries with a significant
crowdfunding in the United States as compared to other jurisdictions like New Zealand).
2. See infra Section V (a).
3. See infra Section IV.
4. See, e.g.. What Investors Say - Detroit City Football Club – Be an Owner of Detroit’s
Professional Soccer Team!, WEFUNDER, https://wefunder.com/dcfc/buzz [https://perma.cc
/YXT6-9VEW] (last visited June 2, 2021) (providing investor comments on Detroit City
Football Club’s equity crowdfunding campaign) [hereinafter What Investors Say – Detroit
City Football Club].
5. See infra Section II (a). and Section II (b).
6. See infra Section V (b).
7. See infra Section V (c).
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local fanbase. Section V supports equity crowdfunding as a useful tool for
such businesses in raising money from their fans, while also promoting the
merits of fan investment in such ventures. The Section concludes by making
a modest reform proposal to Regulation Crowdfunding to encourage more
fan investment activity in local arts, entertainment, and sports businesses.
Lastly, the article concludes with some parting insights, highlighting new
findings from this article and new pathways for future research.
II.

VENTURE FINANCING IS TRADITIONALLY LOCAL IN NATURE

Traditionally, angel investors and venture capitalists follow a common
“playbook” when making investments in new ventures.8 For example,
personal relationships and connections gained through professional networks
can play a pivotal role for these investors in deciding which new ventures
are worthy of investment.9 Given that these personal relationships and
professional networks are often local in nature, both angel investors and
venture capitalists have a tendency to fund entrepreneurs in their own
communities, rather than entrepreneurs located in far-away locations.10
Subsection II (a) explores the reasons why typical investors (like angels and
venture capitalists) prefer to invest in local entrepreneurial ventures. Then,
subsection II (b) considers whether this tendency to invest in local
entrepreneurs will translate to the equity crowdfunding environment – a
novel research question that is explored further in Section IV.

8. See, e.g., Jeff Thomas, Equity Crowdfunding Portals Should Join and Enhance the
Crowd by Providing Venture Formation Resources, 42 NOVA L. REV. 375, 404 (2018)
(describing financing documents in the venture capitalist’s playbook and stating that “[t]he
established VC ecosystem has demonstrated that a comprehensive set of formation-related
resources can support many of its members. It has also demonstrated what those resources
should include and the benefits of providing them.”).
9. See Darian M. Ibrahim, Equity Crowdfunding: A Market for Lemons?, 100 MINN. L.
REV. 561, 561 (2015) (stating that “[v]enture capitalists (VCs) and angel investors have long
valued close networks and personal relationships when selecting which entrepreneurs to fund,
and they closely monitor their investments in person after they fund.”); see also Abraham J.B.
Cable, Fending for Themselves: Why Securities Regulations Should Encourage Angel
Groups, 13 U. PA. J. BUS. L. 107, 131 (2010) (stating that “[a]ngel investors locate investments
through a personal ‘network of trust.’ Angel investors find investment opportunities through
friends, angel groups in which they participate, and business associates.”).
10. See Ibrahim, supra note 9, at 561–62 (stating that “[t]hese practices lead to intense
locality in funding——i.e., investors funding entrepreneurs in their own communities.”).
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a. Angel Investors and Venture Capitalists Tend to Invest in Local
Ventures
Previous literature strongly supports the proposition that angel investors
and venture capitalists invest mainly in local ventures.11 This subsection
seeks to identify some of the key motivations behind this investor behavior.
The first key driver of local venture investment is derived from how
investors typically source investment opportunities. In large part, investment
opportunities are not the product of investors receiving cold calls from
entrepreneurs looking for funding. Instead, investors typically rely on a
trusted network of contacts to help them screen new ventures and identify
the most promising ventures that are worthy of the investor’s attention.12
11. Id. at 564 (stating that “[e]xpert angels and VCs operating in tight geographic
networks, most notably Silicon Valley, have funded and advised Apple, Google, Facebook,
Twitter, Tesla Motors and virtually every other software, social media, and biotech company
you can think of.”); see also John L. Orcutt, Improving the Efficiency of the Angel Finance
Market: A Proposal to Expand the Intermediary Role of Finders in the Private Capital Raising
Setting, 37 ARIZ. ST. L.J. 861, 877-8 (2005) (stating that
[r]esearchers, however, have found that many active angel investors share a
number of common characteristics, such as . . . [t]hey tend to invest in companies
that are located close to where they live—often within a day’s drive [and] . . .
[m]any contribute more than just money as part of their investments. They may
also contribute their business expertise and serve as mentors to the business.
Usha Rodrigues, Securities Law’s Dirty Little Secret, 81 FORDHAM L. REV. 3389, 3398 (2013)
(stating that “[a]ngel investing is a largely local phenomenon.”); Dana M. Warren, Venture
Capital Investment: Status and Trends, 7 OHIO ST. ENTREP. BUS. L.J. 1, 513 (2012) (stating
that “[v]enture capital investment almost always involves significant participation in and
oversight of each of the portfolio companies by the venture capital professionals. As a result,
simple logistics makes venture capital investment an inherently local, or at most regional,
activity.”); Darian M. Ibrahim, The (Not So) Puzzling Behavior of Angel Investors, 61 VAND.
L. REV. 1405, 1431 (2008) (stating that “[a]ngel investing is highly localized, relationshipdriven, and industry-specific.”); and Abraham J.B. Cable, Fending for Themselves: Why
Securities Regulations Should Encourage Angel Groups, 13 U. Pa. J. Bus. L. 107, 116 (2010)
(stating that “[a]ngel investors are even less likely than VC funds to invest outside of their
local area.”).
12. See Rodrigues, supra note 11, at 3398–99 (stating that
angels tend to find investment opportunities via a ‘network of trust’— through
friends, angel groups, and knowledgeable business contacts. A shared social
network, coupled with attentive monitoring, may make it easier for angels to
separate good investments from bad ones on the front end, and less likely that the
start-up entrepreneurs will take advantage of them on the back end, due to the
reputation costs they would suffer in a close-knit investment community.
see also Cable, supra note 11, at 116–17 (stating that “angel investors rely on personal
networks to locate investment opportunities, and those networks are likely to be concentrated
in the areas where the angel investors live.”); Ibrahim, supra note 11, at 1408 and 1431-32
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Deal sourcing through trusted intermediaries serves an important function
for angel investors and venture capitalists, as sourcing investment
opportunities through trusted contacts can help ensure that the new venture
idea is sound and that the venture is led by skilled founders.13 This allows
investors to focus their time on high potential investment opportunities
endorsed by trusted members of their local startup ecosystem.14 Of course,
this screening mechanism also helps investors to avoid wasting time on less
desirable investment opportunities, providing an additional benefit.
Another motivation for local investments made by angel investors and
venture capitalists is the desire to have some involvement in the business and
its’ ongoing operations. However, the nature of this ongoing involvement in
the business does vary based on the type of investor. For example, many
angel investors enjoy providing mentorship to emerging entrepreneurs and
view their involvement with the business to be just as important as their
investment.15 Of course, when angel investors are in the same geographic
(stating that “[a]ngels economize on screening through investments that are highly local and
relationship-driven” and
[a]ngel investing is highly localized, relationship-driven, and industry-specific.
Angels like to invest in start-ups where they know either the entrepreneur or the
substantive area (e.g., biotechnology or e-commerce), and preferably both. This
preexisting knowledge reduces uncertainty by allowing the angel to better gauge
the start-up’s chances for success and reduces information asymmetry by
minimizing the entrepreneur’s advantage of private information. The source of
the angel’s deal flow can also serve to reduce these problems. Investment
opportunities come to angels from a network of trusted business associates (e.g.,
other angels) and, to a lesser degree, from accountants and lawyers. This
‘network of trust’ serves an important screening and sorting function by funneling
high-quality deals to angels while excluding low-quality deals.
13. See GUY KAWASAKI, REALITY CHECK: THE IRREVERENT GUIDE TO OUTSMARTING,
OUTMANAGING, AND OUTMARKETING YOUR COMPETITION 31 (2008) (mentioning common
intermediaries for entrepreneurs to use to connect with investors. The author endorses
partner-level attorneys at firms that work with startups, engineering professors, and startup
founders that have secured funding as valued members of an investor’s network whose
opinion the investor is likely to trust.).
14. Id.
15. See Orcutt, supra note 11, at 878 (stating that “[m]any [angel investors] contribute
more than just money as part of their investments. They may also contribute their business
expertise and serve as mentors to the business.”); see also Ibrahim, supra note 11, at 1408
(stating that angels “economize on monitoring through active participation in venture
development”); Cable, supra note 11, at 130 (stating that
[i]nvesting at earlier stages may provide greater opportunity for angel investors
to use their practical experience as entrepreneurs to help new companies . . . ‘It
appears that for these angel investors, a stronger focus on early stage
opportunities is not a more dangerous proposition, and may in fact leverage the
unique talents of angel investors.’ . . . angel investors spend significant time
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area as the new ventures in which they have invested, it becomes much easier
to provide said mentorship and guidance.16 Conversely, venture capitalists
have a different primary reason behind their desire to be involved with their
portfolio companies - to mitigate the risk of the investment through oversight
of the business and its operations.17 Angel investors also engage in this
practice,18 although it may not be their primary motivation to be involved
with the venture (like it is for most venture capitalists).19
In tandem, the need for effective investment sourcing and the need for
investment oversight provide key motivation for angel investors and venture
capitalists to invest in local ventures. In the next subsection, I will explore
whether these reasons translate to the typical equity crowdfunding investor,
who is not likely to be an accredited investor.20
monitoring financial performance of investments and acting as an informal
sounding board for managers of the companies in which they invest
KAWASAKI, supra note 13, at 49 (describing the motivations of angel investors and stating that
“[o]ne of the rewards of angel investing is the ability to live vicariously through an
entrepreneur’s efforts. That is, angels want to relive the thrills of entrepreneurship while
avoiding the firing line. Thus, you should frequently seek their guidance, because they enjoy
helping you.”).
16. See Ibrahim, supra note 9, at 576 (stating that “angels routinely visit and engage with
the entrepreneurs they fund, which reduces agency costs . . . angels invest no more than a twohour drive from their investments, and this creates a ‘localized bond of trust . . . [that makes]
formal control mechanisms unnecessary.’”); see also Rodrigues, supra note 11, at 3398
(stating that “[a]ngel investing is a largely local phenomenon. Close to the action, angels can
act as an ‘informal sounding board,’ offering ‘seasoned advice on and empathy with the many
difficulties faced in advancing an early-stage venture.’”).
17. See Ibrahim, supra note 9, at 576 (stating that “[o]ne answer is that intense geographic
locality in traditional entrepreneurial finance mitigates investor risk both pre- and postinvestment” and “entrepreneurs have traditionally wanted angel participation (and VC
participation through the board). The value-added services angels and VCs provide through
their advice, experiences, connections, and empathy are said to be as important to
entrepreneurs as the investors’ money.”).
18. See Rodrigues, supra note 11, at 3398 (stating that “angels often spend considerable
time monitoring their investments.”).
19. See KAWASAKI, supra note 13, at 49 (describing the motivations of angel investors
and stating that
[typically, angel investors have a triple bottom line. First, they’ve made it, so
now they want to pay back society by helping the next generation of
entrepreneurs. Second, they want to stay current with technology and tinker with
interesting products and technologies. Finally, they want to make money. Thus,
they are often willing to invest in less proven, more risky deals to provide
entrepreneurs with the ability to get to the next stage. I know many nice venture
capitalists, but I cannot tell you that many of them are motivated by the desire to
pay back society or garner intellectual stimulation.
20. See, e.g., Thomas, supra note 8, at 376 (stating that unaccredited investors “make up
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b. Does the “Local” Tendency Translate to Equity Crowdfunding
Investors?
In the previous subsection, I established that angel investors and venture
capitalists favor new ventures in their geographic area when making
investments in new ventures.21 Given this fact, an interesting next question
is whether the trend of local investment also applies to investors (both
accredited and unaccredited) making investments online through equity
crowdfunding campaigns under Regulation CF. To date, scholars have
discussed this question in lesser detail. This subsection begins by reviewing
previous literature on how investors in equity crowdfunding offerings may
or may not favor local ventures when making investments. Then, this
subsection considers how investors and new ventures in equity
crowdfunding campaigns are different from your typical investors and
startups raising money through different securities exemptions. Lastly, this
subsection concludes by making some predictions as to how these different
characteristics of investors and new ventures might impact the local
investment phenomena in the equity crowdfunding context.
To date, only one scholarly article contains an in-depth discussion on
how investor behavior might change after the passage of the Jumpstart Our
Business Startups (JOBS) Act. In the 2015 article Equity Crowdfunding: A
Market for Lemons?, Darian M. Ibrahim separates and analyzes the thennew fundraising methods created by Title II and Title III of the JOBS Act.22
With respect to Title II of the JOBS Act, which permits new ventures to
solicit accredited investors online, Ibrahim contends that things have not
changed much for accredited angel investors and venture capitalists seeking
to invest in new ventures through existing private placement exemptions23
approximately 90% of the population.”).
21. See supra Section II (a).
22. See generally Ibrahim, supra note 9, at 564–66 (discussing the fundraising methods
created by Title II and Title III of the JOBS Act).
23. Id. at 565 (stating that
Title II, which allows general solicitation of accredited investors, seems to have
proven successful for entrepreneurs and investors in its first year of operation.
Online platforms such as AngelList, FundersClub, and CircleUp have
successfully matched entrepreneurs and accredited investors and raised
significant cash for startups. This is somewhat surprising, at least in the first
analysis, considering: (1) that moving operations online would appear to weaken
the close networks and geographic locality that explain traditional angel/VC
success; and (2) that the first Internet matching service for startups and accredited
investors, ACE-Net, failed miserably over a decade ago. I contend that, upon
closer examination, Title II’s success should not come as a surprise after all. The
Title II sites that have been successful more closely resemble traditional angel
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despite the addition of general solicitation of investors online.24 Essentially,
these investors simply have a new method for sourcing potential
investments, newly-established websites like AngelList, FundersClub, and
CircleUp that allow new ventures to solicit accredited investors.25 However,
these investors will still care about their existing screening mechanisms
when deciding whether to invest in a new venture, and likely, the strong (and
local) professional networks discussed in subsection II (a) will still hold
considerable weight to investors when making such investment decisions.
Ibrahim has a different prediction when it comes to Title III of the JOBS
Act, which is the provision of the Act permitting equity crowdfunding
campaigns that sell securities to both accredited and unaccredited investors.26
Ibrahim classifies selling securities online to both accredited and
unaccredited investors as “a paradigm shift” because Title III adds new,
unaccredited investors into the equation.27 Title III allows for a significant
number of these unaccredited investors, who previously were forbidden from
investing in new ventures in most cases, to make an investment in a company
raising capital through an equity crowdfunding campaign. Given that this
new type of investor is not a member of the existing angel investor and
venture capitalist networks, the investor could have different criteria that
they use when making investments in new ventures.28 These new investors
could impact how companies raising capital on equity crowdfunding
platforms will behave too, because the companies attempting to raise money
investing rather than some new paradigm of entrepreneurial finance. AngelList,
FundersClub, and Circle Up operate like traditional angels, they just do so online
instead of in person. Title II platforms are simply taking advantage of the Internet
to reduce the transaction costs of traditional angel and VC operations and add
passive angels to their networks at a low cost . . . Title II is succeeding because
it is only a modest change in current practice.
24. Id. at 581 (stating that
consider the seeming inapplicability of the angels’ model to Title II startups. Ex
ante, angels rely on personal connections and networks of trust to screen
investments. The Internet, however, is impersonal and negates the traditional
intimacy in angel deal flow. Ex post, angels routinely participate in venture
development, visiting the startup frequently and talking through problems with
entrepreneurs. Again, the lack of locality brought on by the Internet makes such
participation impossible, thus removing another informal means of risk reduction
available to the online investor.
25. Id. at 565.
26. Id. at 565–66.
27. Id.
28. Id. at 566 (stating that “given the sheer numbers of unaccredited vs. accredited
investors, this would more closely resemble a non-expert based, ‘wisdom of the crowds’
situation than piggybacking on expert investors.”).
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may no longer care as much about “being angel investor ready” if they can
appeal to the “crowd” of unaccredited investors.29
The article concludes this line of reasoning by saying that the
introduction of a significant number of new, unaccredited investors could
make Title III offerings look different than securities offerings involving the
typical investors and new ventures.30 One difference could be the preference
of investors to make investments in local ventures, especially given that these
equity crowdfunding offerings: (1) do not rely on the investor’s personal
network; and (2) take place online, making them available to anyone, in any
geographic location.
I hypothesize that this will not be true in all cases, instead, the local
nature of investors in equity crowdfunding campaigns may depend on the
type of venture seeking capital and type of investor that venture attracts. This
projection comes from a simple observation on the crowdfunding portal
WeFunder.31 On the WeFunder website, visitors can explore different
companies that are currently raising capital, as well as view previous equity
crowdfunding campaigns that have been successful.32 Of course, the sheer
volume of crowdfunding campaigns would be difficult to sort through, so the
website provides users with the ability to view equity crowdfunding
campaigns by category.33 As an example, users can choose to view
investment opportunities in technology-related businesses exclusively by
selecting that category on the “Explore” page.34
In this example, the online nature of equity crowdfunding seems likely
to have an impact on where the investors in technology ventures are located,
because anyone can access the WeFunder site, and people that are interested
in technology-related investment opportunities are likely to be located in
29. Id. at 564 (stating that “[i]t follows, then, that a major concern with crowdfunding is
that the very thing touted about it—the democratization of investing through the Internet—
eliminates the tight knit communities that have made entrepreneurial finance successful to
date.”); id. at 566 (stating that Title III offerings might be different than other securities
offerings by startups because “the identity and quality of the entrepreneurs, investors, and
matchmaking sites under Title III might be different.”).
30. Id. at 566 (stating that “given the sheer numbers of unaccredited vs. accredited
investors, this would more closely resemble a non-expert based, ‘wisdom of the crowds’
situation than piggybacking on expert investors.”).
31. See generally WEFUNDER, https://wefunder.com/ [https://perma.cc/HW4H-HM77]
(last visited May 21,2021) (portraying how different companies are raising capital).
32. See Explore, WEFUNDER, https://wefunder.com/explore [https://perma.cc/MRD7A6X5] (last visited May 21, 2021) (displaying equity crowdfunding campaigns).
33. Id.
34. See Technology Companies Fundraising Under Explore, WEFUNDER, https://wefund
er.com/explore/technology [https://perma.cc/YU9E-QTUV] (last visited May 21, 2021)
(displaying investment opportunities in technology-related businesses).
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cities across the United States. Other categories on WeFunder that may
follow a similar pattern are hardware-related35 companies, software-related36
companies, and infrastructure-related37 companies. Given the potential for
investors who are dispersed geographically with respect to these companies,
this article does not explore these categories of companies further. However,
future research could identify whether investors are likely to support local
ventures in these categories via an equity crowdfunding campaign.
More importantly, the WeFunder site does contain some categories of
companies that seem likely to be supported by local investors. For example,
WeFunder has a “Main Street” category for companies – and the category
shows successful past equity crowdfunding campaigns for businesses
emphasizing the company’s ties to a specific community.38 For example,
one brewery with a successful equity crowdfunding campaign39 brands itself
as a “South Austin Brewery” and a “Texan brewery,” while another
successful campaign40 states that it is “[r]ebuilding a historic Chicago
neighborhood into a Black food [and] culture hot spot.” Similar trends
persist in the WeFunder categories of alcohol-related41 businesses,
entertainment-related42 businesses, and food-related43 businesses.
35. See Hardware Companies Fundraising Under Explore, WEFUNDER, https://wefund
er.com/explore/hardware [https://perma.cc/6WMF-7KCF] (last visited May 21, 2021)
(illustrating hardware-related companies).
36. See Software Companies Fundraising Under Explore, WEFUNDER, https://wefunder
.com/explore/software [https://perma.cc/UC9U-F62A] (last visited May 21, 2021)
(displaying software companies).
37. See Infrastructure Companies Fundraising Under Explore, WEFUNDER, https://wef
under.com/explore/infrastructure [https://perma.cc/A9JF-RRDM] (last visited May 21, 2021)
(illustrating infrastructure companies).
38. See generally Main Street Companies Funded Under Explore, WEFUNDER,
https://wefunder.com/explore/main_street [https://perma.cc/6QFN-V7WQ] (last visited May
21, 2021) (illustrating successful past equity crowdfunding campaigns).
39. See South Austin Brewery: Texan Brewery, Makers of Evel Ale, the Official Evel
Knievel Tribute Beer, WEFUNDER, https://wefunder.com/south.austin.brewery [https://perma
.cc/X9KB-T8WZ] (last visited May 21, 2021) (displaying a brewery with a successful equity
crowdfunding campaign).
40. See Urban Juncture: Rebuilding a Historic Chicago Neighborhood into a Black Food
and Culture Hot Spot, WEFUNDER, https://wefunder.com/urban.juncture [https://perma.cc
/DJ9T-EKHC] (last visited May 21, 2021) (illustrating a successful campaign in Chicago).
41. See Alcohol Companies Fundraising Under Explore, WEFUNDER, https://wefunder
.com/explore/alcohol [https://perma.cc/PWM8-6AQB] (last visited May 21, 2021)
(displaying alcohol companies).
42. See Entertainment Companies Fundraising Under Explore, WEFUNDER, https://wefu
nder.com/explore/entertainment [https://perma.cc/Z9KV-Z2BF] (last visited May 21, 2021)
(describing entertainment companies).
43. See Food Companies Fundraising Under Explore, WEFUNDER, https://wefunder.com
/explore/food [https://perma.cc/TY8P-AEZW] (last visited May 21, 2021) (illustrating food-
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The remainder of this article explores the relationship between these
categories of new ventures seeking capital through equity crowdfunding and
the local (or dispersed) nature of the new venture’s investors obtained
through the equity crowdfunding campaign. In particular, Section IV of this
article considers the successful equity crowdfunding campaigns of select
businesses in the arts, entertainment, and sports industries. The goal of this
observation is to determine if evidence contained on the crowdfunding portal
itself supports the notion that a significant number of local investors support
these companies through investment in an equity crowdfunding campaign.
Based on how these ventures market themselves to investors on
crowdfunding portals, it appears likely that they are targeting local
investors.44 However, it is notable that the equity crowdfunding version of
local investors may be for very different reasons when compared to the
traditional investors contemplated in subsection II (a). For example,
traditional investors like angel investors and venture capitalists make
investments in local ventures because of: (1) their trusted (and local)
professional network; (2) the desire to provide guidance and mentorship to
the entrepreneur running the business; and (3) the desire to supervise the
business and its operations in an effort to minimize investment risk.45
However, equity crowdfunding investors are unlikely to be investing in local
ventures for the same reasons. For example, unaccredited investors who are
new to startup investing are unlikely to be relying on the recommendation of
a trusted colleague when making an investment. Additionally, the
unaccredited investor is less likely than an angel investor to have the
experience and knowledge necessary to provide any real mentorship to the
entrepreneur raising capital through equity crowdfunding.46 Lastly, the
equity crowdfunding contract itself is unlikely to give the unaccredited
investor any supervision or control rights – the portion of the business they
are purchasing is miniscule.47
This raises the question: why are unaccredited investors investing in
related businesses).
44. See, e.g., South Austin Brewery, supra note 39 (promoting the company as widely
distributed in Texas and as a “Texan brewery.”).
45. See supra Section II (a).
46. See generally Darian M. Ibrahim, Crowdfunding Without the Crowd, 95 N.C. L. REV.
1481, 1489–96 (2017) (comparing crowds that invest in equity crowdfunding campaigns to
experts that invest through other types of fundraising mechanisms).
47. See Jack Wroldsen, Crowdfunding Investment Contracts, 11 VA. L. & BUS. REV. 543,
564 (2017) (discussing equity crowdfunding investment contracts that offer common stock to
investors and stating that “[c]ommon stock typically carries voting rights, but approximately
half of the common stock crowdfunding offerings explicitly eliminate shareholder voting
rights through a special class of non-voting common stock.”).
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local businesses in the arts, entertainment, and sports industries through
equity crowdfunding campaigns? Section IV of this article will explore the
evidence left on publicly-available crowdfunding portal webpages, in an
attempt to make meaningful predictions. However, Section III will first
explore the laws governing equity crowdfunding campaigns, the historical
context as to why equity crowdfunding became a new method of raising
capital for new ventures, and the early outcomes for new ventures seeking to
raise capital through equity crowdfunding.
III.

EQUITY CROWDFUNDING ON THE INTERNET: AIMS, GOALS,
AND EARLY OUTCOMES

Today, equity crowdfunding allows for entrepreneurial ventures to raise
money from virtually anyone via the Internet. However, this method of
financing entrepreneurial ventures was not always a possibility. This Section
III explores the brief history of equity crowdfunding. First, in subsection III
(a), this article looks at the concept of crowdfunding. Specifically, I will
address how crowdfunding began (through rewards crowdfunding
campaigns), eventually paving the way for equity crowdfunding to emerge
as an option. Then, in subsection III (b), I will summarize the laws governing
equity crowdfunding in the United States today. Lastly, in subsection III (c),
I will introduce competing views (both positive and negative) regarding the
early outcomes of the equity crowdfunding experiment in the United States.
a. Crowdfunding campaigns
Crowdfunding, as a general concept, can be defined as “raising small
amounts of money from a large number of investors.”48 In order to execute
48. See C. Steven Bradford, Crowdfunding and the Federal Securities Laws, 2012
COLUM. BUS. L. REV. 1, 5 (2012) (defining crowdfunding and comparing it to more traditional
investments in startups, stating that
[c]rowdfunding, is, as its name indicates, funding from the crowd--raising small
amounts of money from a large number of investors. Unlike typical business
financing, which comes primarily from wealthy individuals and institutional
investors, crowdfunding raises money from the general public. In the past, the
transaction costs associated with raising small amounts from a large number of
investors would have made crowdfunding unworkable, but the Internet has
significantly reduced those transaction costs. Web-based crowdfunding services
such as Kickstarter, Lending Club, Prosper, ProFounder, IndieGoGo, and, the
paragon of crowdfunding, Kiva have proliferated. Through these sites,
entrepreneurs have access to anyone in the world with a computer, Internet
access, and free cash.
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a crowdfunding campaign, a new venture typically leverages the Internet,
which allows the company doing the fundraising to reach a significant
number of potential supporters, while collecting small amounts of money
from many of them.49 This subsection III (a) looks at the original version of
crowdfunding in the United States, reward-based crowdfunding. Then, this
subsection addresses how the success of rewards-based crowdfunding led to
a movement supporting equity crowdfunding–the subject of the remainder
of this article.
Crowdfunding began using a rewards-based model in the United States.
One crowdfunding platform, Republic, describes the beginnings of
crowdfunding like this:
In the early days of crowdfunding, the only incentive for attracting
money was to offer some form of reward. In other words, giving away equity
was unheard of back then. And the basic principle was: the more money you
can give, the higher the level of reward.50
This form of crowdfunding, which I will refer to as Rewards-Based
Crowdfunding, was the exclusive method of crowdfunding from roughly
2009 until equity crowdfunding became legal in 2016.51 Rewards-Based
Crowdfunding campaigns run on websites like Kickstarter52 and often offer
a “non-financial reward such as a product or service” to each individual who
contributes to the campaign.53 For example, prior research by Jack Wroldsen
has outlined one of the most successful Rewards-Based Crowdfunding
campaigns of all-time, Oculus VR’s virtual reality headset Oculus Rift.54 In
49. See Alma Pekmezovic & Gordon Walker, The Global Significance of Crowdfunding:
Solving the Sme Funding Problem and Democratizing Access to Capital, 7 WM. & MARY BUS.
L. REV. 347, 357–58 (2016) (stating that “[t]he three key components of crowdfunding are (1)
a large number of investors; (2) the provision of relatively small amounts of money from each
investor; and (3) the use of the Internet, which is used for its convenience and ability to
connect individuals across the globe.”).
50. See Shrina Kurani, Rewards-Based Crowdfunding: A Super Quick Guide, REPUBLIC
(Nov. 12, 2020), https://republic.com/blog/investor-education/rewards-based-crowdfundinga-super-quick-guide [https://perma.cc/8LB3-9R5F] (last visited May 24, 2021) (discussing
the beginning of crowdfunding).
51. See Wroldsen, supra note 47, at 547–48 (stating that
[p]rior to crowdfunding investment becoming legal in 2016, other forms of
crowdfunding rose to prominence as a new form of entrepreneurial finance. For
instance, Kickstarter, a leading crowdfunding site that does not allow equity or
debt investments, has facilitated over $2 billion in crowdfunding contributions
since its inception in 2009.
52. See generally KICKSTARTER, https://www.kickstarter.com/ [https://perma.cc/JL3FBHEP] (last visited May 24, 2021) (displaying crowdfunding campaigns).
53. See Kurani, supra note 50.
54. See Wroldsen supra note 47 at 548–49.
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that campaign, Oculus VR offered rewards ranging from a poster to an inperson meeting with the design team and access to early developer kits.55
However, as Wroldsen points out in his article Crowdfunding
Investment Contracts, Rewards-Based Crowdfunding campaigns have one
very important limitation that can negatively impact those who contribute to
the campaign.56 In the case of Oculus VR, the individuals who contributed
to the campaign received their non-financial rewards, and Oculus VR
received the funding it needed to develop its early-stage company. However,
Oculus VR experienced rapid growth immediately after the Reward-Based
Crowdfunding campaign and was ultimately sold to Facebook for $2 Billion
less than two years later.57 Unfortunately, Oculus VR’s early supporters had
already received the agreed-upon non-financial rewards and did not
participate in the financial upside of the lucrative exit in the same way Oculus
VR’s founders and investors did, as these supporters held no equity stake in
the company.58 Given this cautionary tale, educated supporters may think
55. Id. (stating that
[a] virtual reality start-up named Oculus VR launched a rewards-based
crowdfunding campaign on Kickstarter in August 2012 to develop a virtual
reality headset known as Oculus Rift. The campaign was a smashing success,
attracting over $2.4 million from more than 9,500 people in a single month. In
exchange for their contributions, backers were promised a variety of rewards,
such as a limited edition Oculus poster for a $15 contribution, a signed Oculus Tshirt for $75, an early Oculus Rift developer’s kit for $300, all the way up to the
highest reward tier of $5,000, for which contributors would be flown out to the
Oculus facility to spend the day with the design team, in addition to receiving ten
early developer kits and numerous other items
(citing Oculus Rift: Step Into the Game, KICKSTARTER, https://www.kickstarter.com/project
s/1523379957/oculus-rift-step-into-the-game/description [https://perma.cc/Q3HH-6HQG]
(last visited May 24, 2021))) (discussing the Oculus crowdfunding campaign).
56. See Wroldsen, supra note 47 at 548–49.
57. Id. (stating that
[i]n June 2013, less than one year after the successful Kickstarter campaign,
Oculus began selling equity to venture capitalists, starting with a $16 million
Series A round. And by March 2014, less than two years after the Kickstarter
campaign, Oculus was sold to Facebook for $2 billion. Reactions were mixed,
but many of the initial Kickstarter supporters resented that Oculus sold out to
Facebook while Kickstarter supporters received nothing.
58. See Wroldsen, supra note 47 at 548-49; see also David Groshoff, Alex Nguyen, and
Kurtis Urien, Crowdfunding 6.0: Does the Sec’s Fintech Law Failure Reveal the Agency’s
True Mission to Protect-Solely Accredited-Investors?, 9 OHIO ST. ENTREP. BUS. L.J. 277, 300
(2015) (stating that
Oculus Rift’s seed investment was arguably a crowdfunding success. From a
crowd of 9,522 individuals, Oculus Rift raised $2,437,429. Oculus Rift then
attracted and received Series A and Series B round financing, ultimately leading

490

U. OF PENNSYLVANIA JOURNAL OF BUSINESS LAW

[Vol. 24:2

twice before supporting such a Rewards-Based Crowdfunding campaign in
the future, given the limited financial upside of supporting these companies.
Equity-based crowdfunding (“Equity Crowdfunding”) provides a
solution to the problem faced by Oculus VR’s supporters.59 In an Equity
Crowdfunding campaign, supporters of the campaign do not receive a
product or service in exchange for their capital. Instead, they receive
ownership in the company through shares of stock, a membership interest,
future equity, or other means.60 This allows the supporters to participate in
the financial upside of the company they have backed. Subsection III (b)
explores the concept of Equity Crowdfunding in further detail.
b. The CROWDFUND Act, Regulation CF, and relevant updates
This subsection III (b) seeks to outline the rules and regulations
governing Equity Crowdfunding campaigns in the United States. More
to acquisition by Facebook for $2 billion. Those who benefitted from Facebook’s
acquisition were Oculus Rift’s original shareholders and the already wealthy and
successful VCs of Spark Capital, Matrix Partners, Formation | 8, Founders Fund,
and Andreessen Horowitz.
59. See Wroldsen, supra note 47, at 550 (stating that “[t]he legalization of investment
crowdfunding offers a potential solution to the disappointment that Oculus backers
experienced.”).
60. See Ibrahim, supra note 9, at 562 (stating that
[t]he Jumpstart Our Businesses Startups (JOBS) Act passed with bipartisan
support. The JOBS Act allows general solicitation of accredited investors, a
move that makes online matchmaking and investing legally possible in a way that
it was not before. The Capital Raising Online While Deterring Fraud and
Unethical Non-Disclosures (CROWDFUND) Act—part of the JOBS Act— goes
even further and allows even unaccredited investors to invest in startups without
the safeguards that have always been provided to unaccredited investors under
the securities laws.
see also Joseph M. Green & John F. Coyle, Crowdfunding and the Not-So-Safe Safe, 102 VA.
L. REV. ONLINE 168, 170–71 (2016) (stating that
[t]he JOBS Act crowdfunding provisions did not include any explicit restrictions
on the types of securities that issuers could sell in crowdfunding offerings. The
SEC considered regulating the types of crowdfunding securities, soliciting
comments regarding whether it should, for instance, only permit crowdfunding
issuers to offer plain-vanilla equity securities. Based on feedback the SEC
received during the comment period and its interpretation of congressional intent
in Title III of the JOBS Act, the SEC decided to allow issuers to offer any type
of security in a crowdfunding offering, so long as investors are given adequate
disclosure about the structure and terms of the investment. The SEC declined to
narrow the list of instruments that companies could offer crowdfunding investors
in order to give issuers some flexibility as this new market develops.
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specifically, this subsection will cover relevant provisions of the Capital
Raising Online While Deterring Fraud and Unethical Non-Disclosures Act61
(the “CROWDFUND Act”), Regulation Crowdfunding62 (“Reg CF”), and a
recent SEC final rule63 (created through SEC Release No. 10884) which
updates some of the laws governing Equity Crowdfunding campaigns.
Prior to the enactment of the CROWDFUND Act and Reg CF, raising
capital through Equity Crowdfunding would have been a violation of
securities law.64 One major roadblock for Equity Crowdfunding was the fact
that most exemptions to securities registration65 used by new ventures come
with a requirement to limit the number of unaccredited investors taking part
in the offering,66 or worse, a requirement to exclude unaccredited investors
altogether.67 Equity Crowdfunding opens the door for an unlimited number
of unaccredited investors68 to invest in new ventures, allowing for “the
crowd” to select which new ventures receive funding, rather than
professional investors.69 Secondly, Equity Crowdfunding campaigns under
61. The CROWDFUND Act is a portion of the Jumpstart Our Business Startups Act (the
“JOBS Act”).
62. See generally Regulation Crowdfunding, 80 Fed. Reg. 71388-71401.
63. See generally Facilitating Cap. Formation and Expanding Inv. Opportunities by
Improving Access to Cap. in Priv. Markets, Exchange Act Release No. 10884, 86 Fed. Reg.
3496, 3496–3605 (Nov. 2, 2020).
64. See Joan MacLeod Heminway, Selling Crowdfunded Equity: A New Frontier, 70
OKLA. L. REV. 189, 196 (2017) (stating that “[b]efore enactment of the CROWDFUND Act,
no clear exemption existed for crowdfunded offerings of securities”) (citing Edward A.
Fallone, Crowdfunding and Sport: How Soon Until the Fans Own the Franchise?, 25 MARQ.
SPORTS L. REV. 7, 20 (2014)) (describing the impact of the CROWDFUND Act).
65. See id. at 195 (stating that “[e]quity crowdfunding, as a financing method involving
the offer and sale of securities, engages securities regulation. Specifically, in the United
States, under the Securities Act of 1933 . . . absent an exemption, an issuer must register the
offer and sale of investment instruments categorized as securities.”).
66. See, e.g., CONSTANCE E. BAGLEY AND CRAIG E. DAUCHY, THE ENTREPRENEUR’S
GUIDE TO LAW AND STRATEGY 177 (5th ed. 2012) (stating that
Rule 506 is by far the most common exemption utilized in private offerings of
convertible notes and equity securities to venture capital and angel investors. It
exempts offerings of any amount to not more than 35 unaccredited investors,
provided that the company reasonably believes immediately prior to making any
sale that each investor, either alone or with his or her purchaser representative,
has enough business experience to evaluate the merits and risks of the prospective
investment.
67. Id. at 174-176 (describing the concept of an accredited investor and its application to
Rule 504).
68. See 17 C.F.R. § 227.100 (2021).
69. See generally Ibrahim, supra note 46, at 1489–96) (comparing crowds that invest in
equity crowdfunding campaigns to experts that invest through other types of fundraising
mechanisms.); see also Schwartz, supra note 1, at 906 (discussing how equity crowdfunding
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the CROWDFUND Act allow for the general solicitation of investors over
the Internet, which is not permitted by most exemptions to securities
registration.70 The catch is that Equity Crowdfunding campaigns must be
conducted exclusively online through either a broker or a funding portal,71
eliminating the need for a traditional “roadshow” to market the securities to
potential investors.72 To fulfill this need, most Equity Crowdfunding
campaigns will choose to use a funding portal like WeFunder,73 which is
extensively discussed in Section IV of this article.
In exchange for the freedom to raise money from unaccredited investors
over the Internet, new ventures utilizing Equity Crowdfunding campaigns
must comply with certain restrictions that limit their fundraising efforts.
First, there is a limit on the total amount companies may raise from investors
during a 12-month period using a Reg CF offering. Originally, this limit

creates more inclusive entrepreneurship by allowing the “crowd” to determine whether
venture become funded, rather than leaving that decision exclusively in the hands of wealthy,
accredited investors.).
70. See, e.g., 17 C.F.R. § 230.504(b)(1)(iii)(2021) (discussing how Rule 504 does not
permit general solicitation and advertising unless additional requirements pertaining to statelevel securities law are met).
71. See Heminway, supra note 64, at 197 (stating that
[o]verall, the Crowdfunding Exemption allows issuers to raise limited amounts
of funding (initially, up to $1,000,000 in a twelve-month period) through open,
public solicitations of investments in securities as long as those solicitations are
conducted over the Internet through one of two mandated types of registered
securities intermediary under required procedures and subject to required
disclosures about the securities issuer, the securities, and the offering. The
securities intermediary must be either a broker or a funding portal (the latter being
a new type of registered intermediary created under the CROWDFUND Act).
72. See Schwartz, supra note 1, at 899–900 (comparing equity crowdfunding to more
traditional exemptions and stating that
[i]n addition to lower compliance costs, securities crowdfunding also offers a
much less expensive means of promoting an offering of stock. An important
component of conducting a traditional IPO is the so-called ‘road show.’ This is
a series of in-person meetings and presentations to potential investors and which
requires the hiring of public relations, catering, travel, printing, and many other
types of consultants and specialists. In other words, it is expensive. In securities
crowdfunding, by contrast, there is no need for a physical road show, because it
will take place entirely over the Internet. In this way, the cost of promoting a
crowdfunded offering will be much lower than an IPO.
73. See WEFUNDER, supra note 31 (portraying an example of a funding portal).
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stood at $1 million,74 but it has since been raised to $5 million75 to better
allow new ventures to use Reg CF offerings as “bridge-funding.”76
Unaccredited investors also face limits on the amount of money they may
contribute to Equity Crowdfunding campaigns in a given year. These
limitations impact an unaccredited investor’s annual investment amount as
follows: (1) investors are limited to “[t]he greater of $2,200 or 5 percent of
the greater of the investor’s annual income or net worth if either the
investor’s annual income or net worth is less than $107,000”77 or (2)
investors are limited to “[t]en percent of the greater of the investor’s annual
income or net worth, not to exceed an amount sold of $107,000, if both the
investor’s annual income and net worth are equal to or more than
$107,000.”78 With respect to accredited investors, there are no longer
limitations on the amount one can invest in a Reg CF offering.79
74. See Zachary J. Robins & Timothy M. Joyce, How to Crowdfund and Not Fall Flat
on Your Face: Best Practices for Investment Crowdfunding Offerings and the Data to Prove
It, 43 MITCHELL HAMLINE L. REV. 1059, 1069 (2017) (stating that “Reg CF has a $1 million
yearly limit for issuers.”) (citing 15 U.S.C. § 77d(a)(6)(A) (2012)) (describing the yearly limit
for issuers).
75. See 17 C.F.R. § 227.100(a)(1)(2021); see also Facilitating Cap. Formation &
Expanding Inv. Opportunities by Improving Access to Cap. in Priv. Markets, Exchange Act
Release No. 10884, 86 Fed. Reg. 3496, 3538 (Nov. 2, 2020) (stating that “[w]e are raising
the offering limit in Regulation Crowdfunding from $1.07 million to $5 million.”).
76. See generally Seth C. Oranburg, Bridgefunding: Crowdfunding and the Market for
Entrepreneurial Finance, 25 CORNELL J.L. & PUB. POL’Y 397 (2015) (a 2015 article
recommending a raise to the Reg CF fundraising limit, which eventually happened five years
later. The author argues that raising the Reg CF limit to $5 million provides small businesses
with better access to capital, which helps to fill a “funding gap” that had been created for
certain size companies by restrictive securities laws.); see also Robins supra, note 74, at
1065–66 (stating that
[c]rowdfunding also provided an option that was much needed by smaller issuers
for several reasons. First, these issuers traditionally were not able to afford the
costs of raising funds. For existing small businesses, even the costs of a private
placement or SCOR (Small Corporate Offering Registration) offering can be
substantial. Next, even if these companies could afford the costs, the success of
such an offering was necessarily tied to the size of the company’s network of
‘three Fs’—friends, family, and fools—available to the issuer. Without enough
people in the potential investor pool, a cash-strapped issuer will not be able to
justify the costs of fundraising compliance. Even if an issuer has a built-in
network of enthusiastic supporters, these individuals often do not have enough
money to make substantial investments in companies, at least not the kind that
can truly jumpstart a business.
77. See 17 C.F.R. § 227.100(a)(2)(i)(2021) (describing the limitations of investors).
78. See 17 C.F.R. § 227.100(a)(2)(ii)(2021) (describing the limitations of investors).
79. See Facilitating Cap. Formation & Expanding Inv. Opportunities by Improving
Access to Cap. in Priv. Markets, Exchange Act Release No. 10884, 86 Fed. Reg. 3496, 3538
(Nov. 2, 2020) (stating that “we are amending the rules as proposed . . . to remove . . . the
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In addition to the above restrictions, issuers must file an Offering
Statement with the SEC on Form C.80 While this Offering Statement is not
as burdensome as full registration, Form C does impose a detailed list of
disclosures on issuers.81 The SEC also requires issuers to provide financial
disclosures which vary based on the amount of capital raised through the
Equity Crowdfunding offering.82 Lastly, with respect to reporting, issuers
are required to file a variation of Form C when: (1) amending an offering;
(2) providing for a progress update regarding an Equity Crowdfunding
campaign; (3) making an annual report; or (4) terminating their reporting
obligation.83
While the above list of requirements is not exhaustive, it provides a
good primer on the major hurdles faced by an entrepreneurial venture in
pursuit capital through Equity Crowdfunding. Next, in subsection III (c), I
will share two common narratives surrounding the Equity Crowdfunding
experiment in the United States. These narratives can help us to evaluate
Equity Crowdfunding’s successes and failures so far.
c. Early results of the Equity Crowdfunding experiment in the United
States
This subsection III (c) seeks to share the two opposing stories that are
told about the success of Equity Crowdfunding to date. First, I will share
some basic statistics on Equity Crowdfunding. These statistics clearly show
that companies are having an increasing level of success raising money
through Equity Crowdfunding campaigns and that unaccredited investors are
investment limits by no longer applying those limits to accredited investors.”). But see Robins
supra, note 74, at 1070 (outlining past Reg CF limits on accredited investors and stating that
“[a]nd in no case is any investor, accredited or not, allowed to invest more than $100,000 in
Reg CF offerings in one year.”) (citing 17 C.F.R. § 227.100(a)(2)) (effective May 16, 2016 to
April 11, 2017).
80. See Arthur McMahon, III, It Takes A Village to Fund A Start-Up: How an Electronic
Community for Early-Stage Investments Can Bring Democracy Back to Equity Crowdfunding,
84 U. CIN. L. REV. 1269, 1312 (2016) (stating that “[i]n connection with a Regulation
Crowdfunding offering, issuers are required to file with the SEC and deliver to potential
investors, through the Platform, an Offering Statement on Form C”) (citing 17 C.F.R. §
227.203(2021)).
81. See generally 17 C.F.R. § 227.201(2021); see also McMahon, supra note 80, at 1312
(stating that “[i]ssuers are required to include disclosure about their business; financial
condition and indebtedness; their directors, officers, and 20% shareholders; the key terms of
the offering and their intended use of proceeds; and information about transactions between
the issuer and certain insiders, including directors, officers and major shareholders.”).
82. See 17 C.F.R. § 227.201(t)(2021); see also McMahon, supra note 80, at 1312–13
(outlining past financial disclosure requirements under Reg CF).
83. See 17 C.F.R. § 227.202(2021).
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increasingly diving into the waters of startup investing. These data points
show that Equity Crowdfunding has been a success. Alternatively, this
subsection will look at the success rate of crowdfunded startups compared to
startups funded by angel investors and venture capitalists. Here, it seems
that startups that have utilized Equity Crowdfunding have performed worse
than their professionally-funded counterparts, which may warrant reducing
our societal enthusiasm regarding the growth of Equity Crowdfunding.
Equity Crowdfunding is a growing phenomenon in the United States
today, accelerated by the recent pandemic.84 In total, 1035 companies raised
nearly $215 million in 2020 using Reg CF offerings, more than doubling the
amount raised under that securities exemption in 2019.85 Successful
companies using this exemption raised $275,000 on average, with 48
companies nearing the previous Reg CF limit by raising at least $1 million.86
Additionally, over 358,000 investors made an investment in a Reg CF
company in 2020, reflecting a seventyfive percent increase in the number of
investors participating in these campaigns in 2019.87 While it remains to be
seen if Equity Crowdfunding can continue its rapid growth, the trends appear
to be in its favor. For example, the Securities and Exchange Commission
(“SEC”) recently raised the 12-month fundraising cap for companies to $5
million (up from $1.07 million).88
84. See 2020 US Equity Crowdfunding Stats – Year in Review, CROWDWISE (Jan. 3,
2021), https://crowdwise.org/funding-portals/2020-us-equity-crowdfunding-stats-year-in-rev
iew/ [https://perma.cc/ENM8-TY4R] (stating that
[a]t the peak of the negative economic outlook due to COVID-19 in March 2020,
many Venture Capital (VC) firms and other investors were hitting pause on new
investments and doubling down on their existing portfolio companies. No one
knew (or still knows) how long the negative impacts could last due to the
economic slowdown. As such, entrepreneurs and founders who didn’t already
have solid investor backing for additional funding had to turn to alternative
sources of early-stage capital to keep their businesses running. Equity
crowdfunding was one of the benefactors of all these founders looking for new
ways to raise capital.
85. Id. (sharing statistics on equity crowdfunding in the United States since 2016).
86. Id.
87. Id.
88. Id. See also Facilitating Cap. Formation & Expanding Inv. Opportunities by
Improving Access to Cap. in Priv. Markets, Exchange Act Release No. 10884, 86 Fed. Reg.
3496, 3538 (Nov. 2, 2020) (stating
[b]ased on our consideration of the available data, the staff’s 2019 Regulation
Crowdfunding Report, and the feedback that we received on the Concept Release,
the Proposing Release and from Small Business Forums and the Small Business
Capital Formation Advisory Committee, and in order to facilitate use of
Regulation Crowdfunding for capital raising, we are amending the rules as
proposed: (1) To raise the issuer offering limits in Regulation Crowdfunding; and
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Others argue that the rapid growth of the Equity Crowdfunding
exemption may not be beneficial to society and “will likely lead to a start-up
bubble and massive losses for the majority of individual investors.”89 For
example, Waverly Deutsch’s article Equity crowdfunding is inflating a
bubble cites past research on crowdfunded companies in the United
Kingdom, which stated that one out of 70 companies reached a successful
exit (yielding a modest return on investment), while twenty percent of the
companies had already gone out of business.90 Deutsch compared those
statistics to a 2015 study91 that reviewed the success of over 1,000 startups
funded by venture capitalists, demonstrating greater success for such
companies, including twentytwo percent of companies exiting, and one
percent of companies becoming unicorns.92 This data provides strong
support for theories previously shared in law review literature, stating that
Equity Crowdfunding markets risked becoming a last resort for startups that
could not find funding from more traditional sources of capital that have
more stringent investment or lending criteria.93 If we believe these narratives

(2) to remove or increase the investment limits by no longer applying those limits
to accredited investors and allowing investors to rely on the greater of their
income or net worth in calculating their investment limit. We are raising the
offering limit in Regulation Crowdfunding from $1.07 million to $5 million and
are adjusting the investment limits in reliance on the general exemptive authority
under Securities Act Section 28.
89. See, e.g., Waverly Deutsch, Equity Crowdfunding Is Inflating a Bubble, CHICAGO
BOOTH REVIEW (Nov. 20, 2018), https://www.kickstarter.com/projects/1523379957/oculusrift-step-into-the-game/description [https://perma.cc/48XU-85AY] (last visited May 28,
2021) (discussing the downsides to the growth of equity crowdfunding).
90. Id. (citing Kyle Caldwell, First Crowdfunding Results: 70 Go Bust, One Makes
Money, THE TELEGRAPH (Nov. 20, 2015, 2:39 PM), https://www.telegraph.co.uk/finance
/personalfinance/investing/12005303/First-crowdfunding-results-70-go-bust-one-makesmoney.html [https://perma.cc/RA6S-7NCR] (stating
[a] headline from this past September in the London Telegraph read: ‘First
crowdfunding results: 70 go bust, one makes money.’ According to the article,
which cites research from finance data provider AltFi Data and law firm Nabarro,
of 367 companies funded via top crowdfunding websites in the UK between 2011
and 2013, nearly 20 percent went out of business, while only 16 percent went on
to raise additional capital at higher valuations. Only one, or 0.2 percent, exited—
and it is estimated that its investors received a modest 2.5 times their money back.
91. Id.
92. The term “unicorn” is commonly used for companies that have reached a valuation
of at least $1 billion. See, e.g., Elizabeth Pollman, Startup Governance, 168 U. PA. L. REV.
155, 157 (2019) (stating that “[o]ver three hundred ‘unicorn’ startups have reached private
valuations described as one billion dollars or more.”).
93. See, e.g., Ibrahim, supra note 9, at 567 (describing equity crowdfunding portals as
having the potential to become “a market for lemons”).
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to be true, society should be wary of any further growth of the Equity
Crowdfunding industry, as it could have the potential to damage the financial
security of thousands of unaccredited investors.
I do not take a position on the above debate but have shared it to aid the
reader in reviewing the companies and Equity Crowdfunding campaigns that
are highlighted next in Section IV. Section IV of this article discusses trends
observed in the Equity Crowdfunding campaigns of companies in the arts,
entertainment, and sports industries.
IV.

EQUITY CROWDFUNDING CAMPAIGNS FOR LOCAL ARTS,
ENTERTAINMENT, AND SPORTS BUSINESSES

The JOBS Act was enacted on April 5, 2012 by Congress – providing
an avenue for new ventures to raise money through Equity Crowdfunding,
securities offerings that solicit both accredited and unaccredited investors
over the Internet.94 Many of the legislators supporting the JOBS Act
envisioned that the Equity Crowdfunding portion of the Act (the
CROWDFUND Act) would provide another much-needed avenue for highgrowth startup businesses to raise capital in the immediate aftermath of an
economic recession.95 However, the types of ventures that have taken
advantage of Equity Crowdfunding since its inception in 2016 have been of
a mixed variety. For example, the online fundraising portal WeFunder
describes successful Equity Crowdfunding campaigns for high-growth
ventures like those that strive to produce a flying car, while also noting
successful campaigns for many small-scale ventures too, like a venture
seeking to rebuild and revitalize a neighborhood on Chicago’s South Side
with various small businesses.96 In fact, one can quickly browse a set of
Equity Crowdfunding portal websites and see that small businesses97 of a
94. See Jumpstart Our Business Startups Act, Pub. L. No. 112–106, 126 Stat. 306 (2012)
(describing the JOBS Act which provided an avenue for new ventures to raise money through
crowdfunding); see also Regulation Crowdfunding, 80 Fed. Reg. 71388–71401 (Section I.A.)
(describing SEC regulations for crowdfunding).
95. See 158 Cong. Rec. S2229-01 (2012) (Senate record of Senator Brown (MA)
discussing the types of high-growth ventures in Massachusetts that were eagerly anticipating
the legalization of equity crowdfunding.).
96. See Impact Report, WEFUNDER, https://wefunder.com/pbc [https://perma.cc/4MZTD3VW] (last visited May 11, 2021).
97. One study of 2016 Equity Crowdfunding campaigns found strong support for small
businesses that would not be deemed “investable” by traditional investors. See Robins supra,
note 74, at 1076 (stating that “[a]mong the top six industries in 2016 Reg CF offerings,
farming and fishing, wine and spirits, transportation, and food and beverage were all
represented. One would be hard pressed to find any data supporting strong venture capital
interest in any of the aforementioned industries.”).
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local nature make for a large portion of successful crowdfunding campaigns.
This Section IV focuses on these businesses and their success in the Equity
Crowdfunding arena.
More specifically, this Section provides an overview of a subset of local
businesses that have seen significant success on Equity Crowdfunding
platforms: businesses in the arts, entertainment, and sports industries (the
“Local AE&S Businesses”). In fact, local businesses are so prominent on
Equity Crowdfunding platforms that sites like WeFunder have a “Main
Street” category that allows investors to exclusively view potential
investment opportunities that are of a local nature.98 Importantly, these
“Main Street” businesses include many Local AE&S Businesses seeking
investment from the crowd.
It makes perfect sense that everyday people would be interested in
supporting Local AE&S Businesses through Equity Crowdfunding
investments. First, people have a tendency to want to support their local
communities and local businesses.99 In fact, some of the most fiercely
supported businesses (e.g.: sports teams), are Local AE&S Businesses.100
Secondly, it is no secret that Local AE&S Businesses are among the
businesses that were hit hardest by the pandemic,101 as social distancing
requirements and public health initiatives made it unwise and difficult to
consume experiences like sporting events and dining out in the typical
fashion.102 Many experts believe that these experiences will have a pent-up
98. See Main Street Companies Fundraising, supra note 38.
99. See Local Business Consumer Sentiment Study, RED EGG MARKETING, https://re
deggmarketing.com/local-business-consumer-sentiment-study/ [https://perma.cc/U6CV-DB
PV] (stating that “82.76 percent of shoppers say they would rather support a local business
than a large corporation.”).
100. See Brandon Mastromartino, Tyreal Y. Qian, Jarred J. Wang, and James J. Zhang,
Developing a Fanbase in Niche Sports Markets: An Examination of NHL Fandom and Social
Sustainability in the Sunbelt, 12 SUSTAINABILITY 1115 (2020) (discussing how fans of local
sports teams become loyal through socialization by stating that
[p]revious research posited that one of the most fundamental environmental
causes of team identification is the process of ‘socialization’. Factors that
contribute to one’s socialization are considered ‘socialization agents’, and some
researchers have suggested that traditional socialization agents to sport fandom
included influences from family, peers, school, community, and media.
101. See Grant Suneson, Industries Hit Hardest By Coronavirus in the US Include Retail,
Transportation, and Travel, USA TODAY (Mar. 20, 2020, 7:00 AM ET), https://www.usatod
ay.com/story/money/2020/03/20/us-industries-being-devastated-by-the-coronavirus-travel-h
otels-food/111431804/ [https://perma.cc/5XDP-MED2] (stating that movie theaters, live
sports, conventions, retail, and food service are among the industries most negatively
impacted by the pandemic).
102. See 2020 NFL Attendance Data: Weekly League Attendance (2020), PRO FOOTBALL
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demand as the pandemic winds down and consumers can safely return to
normal consumption patterns.103 These factors provide for twin incentives to
fans-turned-investors: providing capital to the Local AE&S Business
through Equity Crowdfunding presents an opportunity to help the businesses
they love succeed, while providing an opportunity to “buy low” in the
immediate aftermath of the pandemic that presented financial hardship to
many such businesses.
Given these incentives for accredited and unaccredited investors to
support Local AE&S Businesses, this Section IV explores successful Equity
Crowdfunding campaigns conducted by Local AE&S Businesses. First, in
subsection IV (a), I will explore the significant number of successful Equity
Crowdfunding campaigns in the food and drink space. Next, in subsection
IV (b), I will look at the capital raised by minor league sports franchises in
Equity Crowdfunding campaigns. Lastly, in subsection IV (c), this article
will explore some unique Equity Crowdfunding campaigns completed by
Local AE&S Businesses, like fundraises for ski resorts and music festivals.
Throughout each subsection, this article will draw a focus to the local nature
of many of the new venture’s investors. This article will also offer some
hypotheses as to why investors of a local nature are the most enthusiastic
about each investment opportunity.
a. Successful Food and Drink Related Equity Crowdfunding
Campaigns
Over the past five years, there have been a number of successful Equity
Crowdfunding campaigns in the food and drink category.104 Interestingly,
many of these successful campaigns have been fueled by local investors105
REFERENCE, https://www.pro-football-reference.com/years/2020/attendance.htm [https://per
ma.cc/FJ9B-6JR8] (last visited May 11, 2021) (discussing that, for example, fourteen of the
thirty-two NFL teams did not allow a single fan into their home stadium for a game during
the 2020 NFL season).
103. See, e.g., David Harrison, A Covid-19 Vaccine Could Unleash Pent-Up Demand,
Bringing Along Inflation, THE WALL ST. J. (Nov. 22, 2020, 10:00 AM ET), https://www.
wsj.com/articles/a-covid-19-vaccine-could-unleash-pent-up-demand-bringing-along-inflatio
n-11606057200 [https://perma.cc/9MQ3-4D5G] (considering that experiences like travel and
dining out could experience a post-pandemic surge in demand, given that consumers have
largely had to forgo these experiences during the pandemic).
104. See Food Companies Under Explore, supra note 43 (demonstrating WeFunder’s list
of ninety food companies and fifty-four alcohol-related companies as funded since the site’s
inception); see also Alcohol Companies Fundrasing Under Explore, supra note 41 (listing
alcohol companies with fundraising campaigns).
105. See, e.g., Here Today-Seattle Waterfront Craft Brewery Serving Exciting Beer, Wine,
Cocktails, and Food: What Investors Say, WEFUNDER, https://wefunder.com/heretoday/buzz
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who expressed a desire to make an investment based on the enjoyment from
a previous experience with the establishment or the satisfaction derived from
supporting a local business. This subsection takes a closer look at four
ventures in the food and drink category that have held successful Equity
Crowdfunding campaigns aided by a significant set of local investors. In
particular, this subsection seeks to reveal how successful some food and
drink businesses have been at raising funds through Equity Crowdfunding.106
This subsection also seeks to demonstrate how Equity Crowdfunding
campaigns by food and drink businesses have leveraged funding from local
investors to provide those very same investors a new experience to enjoy in
their own neighborhood.
I will begin this section with one of the more successful Equity
Crowdfunding campaigns conducted by a food and drink business: Here
Today, a Seattle, Washington based brewery that plans to open in 2021.107
Here Today raised over $1 Million through the WeFunder portal in 2020 and
2021, which will be used to help the company complete construction of its
new brewery and restaurant, buy necessary equipment, pay professional fees
related to its grand opening and fundraising efforts, and add to its working
capital reserves.108 Investors in the business are hopeful that the funds will
be put to good use, as Here Today seeks to take advantage of good timing109
and a proven team110 to provide its investors with a return on their
[https://perma.cc/W39J-R7LC] (last visited May 12, 2021) [hereinafter Here Today-Seattle
Waterfront: What Investors Say] (providing comments from various investors in Seattle
brewery’s equity crowdfunding campaign. Many of these investors point out the business’
opportunity in the local market. Many of these investors also list Seattle (and the surrounding
suburbs) as their hometown.).
106. See Hopsters – Nationally Expanding Brewery/Restaurant Featuring Brew-YourOwn-Beer Experience: Past Equity Fundraisers, WEFUNDER, https://wefunder.com/hopste
rs/details [https://perma.cc/XS25-A84D] (last visited May 12, 2021) (discussing, for example,
a brewery/restaurant concept called Hopsters, which is not featured in the article, successfully
raised $388,500 through an equity crowdfunding campaign on the WeFunder portal in 2019);
see also Hopsters, LLC, (Form C) (Jan. 28, 2019) (illustrating updated securities information).
107. See HERE TODAY BREWERY & KITCHEN, https://www.heretodayseattle.com/ [https://
perma.cc/5FSP-QA87] (last visited May 12, 2021) (detailing a successful Equity
Crowdfunding campaign).
108. See Here Today - Seattle Waterfront Craft Brewery Serving Exciting Beer, Wine,
Cocktails, and Food: Use of Funds, WEFUNDER, https://wefunder.com/heretoday/details
[https://perma.cc/W5DZ-JGKF] (last visited May 12, 2021) (describing Here Today’s
fundraising campaign).
109. See Here Today-Seattle Waterfront Craft Brewery Serving Exciting Beer, Wine,
Cocktails, And Food: Highlights, WEFUNDER, https://wefunder.com/heretoday/ [https://per
ma.cc/R7W9-783E] (last visited May 12, 2021) (describing that Here Today hopes to be the
first fine beverage purveyor in the Seattle Waterfront district, an area of the city that has seen
$700 Million in expansion in recent years).
110. Id. (discussing that the Here Today team includes a Chief Executive Officer that has
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investment.111
However, one of the most noteworthy aspects of Here Today’s Equity
Crowdfunding campaign is its intense local focus. WeFunder’s site allows
potential investors (or researchers like me) to observe comments left by
actual investors from the Equity Crowdfunding campaign.112 Additionally,
the WeFunder site requires each investor to register with the site and provide
their location through a public, personal profile page113 (presumably for
securities law compliance purposes.) From this sample, we can begin to
learn some basic characteristics regarding the types of investors that support
a given Equity Crowdfunding campaign. In the Here Today campaign, 64
investors out of 168 total investors commented on the fundraising page,
providing public access to their location.114 I was able to use this data to
learn a few insightful things about Here Today’s investor group.
Out of the 64 investors who commented on Here Today’s Equity
Crowdfunding campaign on WeFunder, investors from Seattle, Washington
made up fiftythree percent of all investors (34 out of 64), and investors from
the State of Washington made up seventy percent of all investors (45 out of
64).115 This provides strong evidence of a largely local investor audience for
this particular Equity Crowdfunding campaign. Another interesting finding
was that seventytwo percent of all Here Today investors (46 out of 64) made
their only Equity Crowdfunding investment on WeFunder in this particular
business, signaling that they were likely brought to the site for the express
purpose of supporting Here Today’s fundraising efforts.116 In fact, I was able
to easily locate multiple feature articles on Here Today and its fundraising

founded other “noteworthy” bars, an experienced head brewer, and a former university
professor that has successfully helped small breweries reach larger audiences).
111. According to the founder’s financial projections, investors could see their money
back by the end of year three, with additional profits in subsequent years of operation. See
Dave Riddle, Here Today: Dividend Distribution and Projections, WEFUNDER,
https://wefunder.com/updates/139134-dividend-distribution-and-projections [https://perma.
cc/SH8X-V2BF] (last visited May 12, 2021) (stating that Class B equity holders will receive
seventy percent of all dividends until they receive their investment back, and then thirty
percent of all subsequent dividends. The Here Today team projects that this “flip” will occur
in the business’ third year of operation.).
112. See e.g., Here Today-Seattle Waterfront: What Investors Say, supra note 105.
113. See e.g., Dawn Mangano, WEFUNDER, https://wefunder.com/dawnmangano [https://
perma.cc/3BQS-VJZP] (last visited May 12, 2021) (referencing the profile page of the lead
investor in the Here Today equity crowdfunding campaign).
114. Here Today, WEFUNDER, https://wefunder.com/heretoday/buzz [https://perma.cc/
SQ3K-QGDY] (last accessed July 6, 2021) (using the following search parameters: “Define
Local as: Seattle, WA” and “Why: location in Seattle”).
115. Id.
116. Id.
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effort on popular food and drink blogs targeted at a local audience.117 This
could provide evidence of an Equity Crowdfunding campaign specifically
targeted at local investors.
Lastly, a quick look at investor comments contained on Here Today’s
fundraising page on the WeFunder site can provide insight as to what
specifically motivated investors. In many cases, investors derived the
motivation to invest from the nearby location of the brewery. For example,
one investor writes, “Seattle has so much opportunity with the waterfront It’s businesses like Here Today that will make it a destination for locals and
tourists.”118 Another investor writes, “I live on the [Seattle] waterfront and
want to be a part of its revival after Covid!”119 These themes persist
throughout the investor comments – roughly half of all investor comments
mention things like Seattle, supporting the local community, and supporting
businesses in the revamped waterfront district.120 This narrative support by
local investors of Here Today provides evidence that citizens are excited to
invest in their local communities through Equity Crowdfunding – especially
when they can enjoy those investments as a customer.
Interestingly, these trends persist when looking at other food and
beverage businesses that have used WeFunder to raise capital through an
Equity Crowdfunding campaign. For example, three New York City
restauranteurs used Equity Crowdfunding to revive a Brooklyn restaurant
named Gage & Tollner.121 The Equity Crowdfunding campaign was
117. See Gabe Guarente, Big Brewery Project Near the Waterfront Preps for 2021
Opening,
EATER:
SEATTLE
(Oct.
6,
2020,
10:00
AM
PDT),
https://seattle.eater.com/2020/10/6/21504352/here-today-plans-june-2021-openingwefunder-campaign [https://perma.cc/Q37K-6G8K] (last visited May 13, 2021) (stating that
[a] major drinks destination is in the works for 2021. After announcing plans last
December, Here Today — a massive brewpub from the co-owners of acclaimed
Belltown bars No Anchor, Vinnie’s, and Rob Roy — is about to launch a moneyraising effort through WeFunder in a push to open downtown next June.
See also Kendall Jones, Here Today, a New Brewery and Pub on the Seattle Waterfront,
WASHINGTON BEER BLOG (Oct. 8, 2020), http://washingtonbeerblog.com/here-today-a-newbrewery-and-pub-on-the-seattle-waterfront/ [https://perma.cc/23ND-PLD9] (last visited May
13, 2021) (stating that “[t]he company just launched a funding campaign via WeFund.com
(sic) to attract investors and get the venture up and running. Investment opportunities start at
$500.”).
118. See Here Today-Seattle Waterfront: What Investors Say, supra note 105 (quoting
comment from investor Eric Berlinberg).
119. Id. (quoting comment from investor Karen Cobb).
120. Here Today, WEFUNDER, https://wefunder.com/heretoday/buzz [https://perma.cc/
EP4J-FEUT] (last accessed July 6, 2021) (using the following search parameters: “Define
Local as: Seattle, WA” and “Why: location in Seattle”).
121. See Gage & Tollner: Oyster & Chop House – A Historic Brooklyn Restaurant
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ultimately successful, with Gage & Tollner receiving nearly $500,000 from
335 investors in March 2019.122 Of those 335 investors, 117 left comments
on the WeFunder page for Gage & Tollner, providing access to their location
and WeFunder investment history.123 From that sample of 117 investors,
Gage & Tollner drew from a stronger local investor base than Here Today,
deriving 70 investors (sixty percent) from the borough of Brooklyn, 82
investors (seventy percent) from New York City, and 88 investors
(seventyfive percent) from New York state.124 Investor comments on the
WeFunder page also showed that investors were motivated to revive a
historical local landmark.125 For example, investors shared stories of past
dining experiences126 at the former iteration of Gage & Tollner, including
wedding rehearsals127 and anniversary dinners.128 The Gage & Tollner
Equity Crowdfunding campaign also supports the notion that food and drink
related businesses have success in Equity Crowdfunding campaigns because
of local investors who are excited to patronizing the business or support their
neighborhood.
Various other businesses in the food and drink space provide examples
of local investor support for Equity Crowdfunding campaigns, such as Sly
Fox Brewing129 in Pennsylvania and The Florida Cane Distillery.130 Each of
these Equity Crowdfunding campaigns derived over fiftyfive percent of their
investors from the local area.131 Examples like the four shared above support
Reborn, WEFUNDER, https://wefunder.com/gageandtollner/ [https://perma.cc/H9A3-3CXP]
(last visited May 13, 2021).
122. Id. (finding that Gage & Tollner was last funded in March 2019, receiving $484,091
from 335 investors).
123. See Gage & Tollner: Oyster & Chop House – A Historic Brooklyn Restaurant
Reborn: What Investors Say, WEFUNDER, https://wefunder.com/gageandtollner/buzz [https:/
/perma.cc/DR6X-JHKA] (last visited May 13, 2021) [hereinafter Gage & Tollner: What
Investors Say].
124. See Gage & TollnerWEFUNDER, https://wefunder.com/gageandtollner/buzz, [https
://perma.cc/4R4S-7XPX] (last accessed July 6, 2021) (using the following search parameters:
“Define Local as: Brooklyn” and “Why: location in Brooklyn”).
125. See Gage & Tollner: What Investors Say, supra note 123.
126. Id. (referencing comment from investor Paul Zinman).
127. Id. (noting comments from investor Christopher Fahey).
128. Id. (eluding to a comment from investor Joan Peters).
129. Sly Fox Brewing: Established Pennsylvania Brewery Opening Its Third Location,
WEFUNDER, https://wefunder.com/slyfox/ [https://perma.cc/Y552-Y69X] (last visited May
13, 2021).
130. The Florida Cane Distillery: Micro-Distillery with the Largest Craft Spirits Portfolio
in the Nation, WEFUNDER, https://wefunder.com/the.florida.cane.distillery [https://perma.cc/
2LX4-DVH7] (last visited May 13, 2021).
131. See SlyFox, WEFUNDER, https://wefunder.com/slyfox/buzz [https://perma.cc/2FT
E-TJNQ] (last accessed July 3, 2021) (using the following search parameters: “Define Local
as: PA” and “Why: multi-locations in PA”); see also Florida Cane Distillery, WEFUNDER,
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the hypothesis that local investors are the lifeblood of Equity Crowdfunding
campaigns for food and drink businesses. The next subsection of this article
seeks to investigate whether a similar trend exists for minor league sports
teams seeking funding through Equity Crowdfunding.
b. Successful Minor League Sports Equity Crowdfunding Campaigns
While there is strong evidence that Equity Crowdfunding campaigns
are a useful tool for food and drink companies to raise funding from their
local patrons,132 the evidence is less conclusive with respect to minor league
sports franchises and leagues.133 One simple reason for this is a lack of data.
Bars and restaurants number over one million134 in the United States, while
the number of minor league sports teams is far lower.135 Given this, the
number of Equity Crowdfunding campaigns conducted by minor league
sports teams is far lower than the number of campaigns run by bars and
restaurants. However, two Equity Crowdfunding campaigns conducted by
Detroit City Football Club136 and Chattanooga Football Club137 demonstrate
that the same local fundraising strategy that applied to bars and restaurants
can also apply to minor league sports teams, under the correct set of
conditions. This subsection takes a look at those two Equity Crowdfunding
campaigns to show how local investors made them a success. Then, this

https://wefunder.com/thefloridacanedistillery/buzz [https://perma.cc/DL8R-NVFF], (using
the following search parameters: “Define Local as: FL” and “Why: FL brand”).
132. See supra subsection IV(a).
133. See infra subsection IV(a).
134. See Ivana Vojinovic, 60+ Delicious Restaurant Industry Statistics – 2021 Edition,
SMALLBIZGENIUS (Mar. 23, 2021), https://www.smallbizgenius.net/by-the-numbers/restaur
ant-industry-statistics/#gref [https://perma.cc/WK5X-ZN7L] (last visited June 2, 2021)
(finding the National Restaurant Association estimates that there are over 1 million restaurants
in the United States in 2020); see Bars & Nightclubs in the US, IBISWORLD (Dec. 8, 2020),
https://www.ibisworld.com/industry-statistics/number-of-businesses/bars-nightclubs-unitedstates/ [https://perma.cc/7TS7-HA5Q] (last visited June 2, 2021) (noting IBISWorld found
that there are 59,052 bars and nightclubs in the United States as of December 8, 2020).
135. For example, the Minor League Baseball (MiLB) website lists 120 teams that
participate in their A, AA, and AAA leagues. These teams are directly affiliated with Major
League Baseball (MLB) franchises. See Teams by Name, MINOR LEAGUE BASEBALL, https://
www.milb.com/about/leagues-teams [https://perma.cc/56MS-BBKP] (last visited June 2,
2021).
136. See Detroit City Football Club – Be an Owner of Detroit’s Professional Soccer
Team!, WEFUNDER, https://wefunder.com/dcfc/ [https://perma.cc/WKW5-4JM8] (last visited
June 2, 2021) [hereinafter Detroit City Football Club].
137. See Chattanooga Football Club – For the First Time in America, a Soccer Club
Offers Fans True Ownership, WEFUNDER, https://wefunder.com/chattanoogafc/ [https://p
erma.cc/8Y9S-M9WN] (last visited June 2, 2021) [hereinafter Chattanooga Football Club].
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subsection looks at some other minor league sports ventures138 that have
worked to raise capital through Equity Crowdfunding. In these cases, it
seems that we cannot apply the local investor theory to the fundraising
efforts, due to nonexistent or weak local connections.
One of the most successful Equity Crowdfunding campaigns in sports
was conducted in 2020 by Detroit City Football Club,139 a minor league
soccer club that fields men’s and women’s teams.140 Detroit City Football
Club raised nearly $1.5 million from over 2,700 investors141 on the
WeFunder platform, making for an oversubscribed fundraise142 according to
Reg CF’s prior investment limits.143 Most importantly, Detroit City Football
Club’s investors largely consist of fans of the team that are local to Detroit.
Overall, 1,113 investors commented on the Detroit City Football Club
fundraising page, providing their location data.144 Of those investors, sixty
percent (669 of 1,113) were local to Metro Detroit,145 and seventythree
percent (809 of 1,113) were located in the state of Michigan.146 Overall, this
data shows similar support for Detroit City Football Club when compared to
the bars and restaurants highlighted in the previous subsection. Additionally,
investor comments echo the strong local flavor of Detroit City Football

138. See e.g.; American 7s Football League (A7FL), STARTENGINE, tartengine.com/a7fl
[https://perma.cc/L9KX-44CK] (last visited June 2, 2021) [hereinafter A7FL].
139. See Detroit City Football Club, supra note 136 (referencing an equity crowdfunding
campaign that raised nearly $1.5 million dollars from over 2,700 investors).
140. See generally DETROIT CITY FC, https://www.detcityfc.com/ [https://perma.cc/TCD
5-82AD] (last visited June 2, 2021).
141. See Detroit City Football Club, supra note 136 (referencing an equity crowdfunding
campaign that raised nearly $1.5 million dollars from over 2,700 investors).
142. See Sean C Mann, Detroit City Football Club UPDATE: We Are
OVERSUBSCRIBED and Need Help from Accredited Investors, WEFUNDER (Aug. 26, 2020),
https://wefunder.com/updates/136033-update-we-are-oversubscribed-and-need-help-fromaccredited-investors [https://perma.cc/4H5M-RPHH] (last visited June 2, 2021).
143. See Facilitating Cap. Formation and Expanding Inv. Opportunities by Improving
Access to Cap. In Priv. Markets, Exchange Act Release No. 10884,86 Fed. Reg. 3496 (Nov.
2, 2020).
144. See What Investors Say – Detroit City Football Club, supra note 4 (noting local
investor interest in a Detroit area crowd funded football (soccer) club).
145. In defining “Metro Detroit,” the author used the conservative boundaries of Wayne,
Oakland, and Macomb counties. While other cities (e.g.: Monroe and Ann Arbor) are
arguably a part of Metro Detroit, they are located outside of that tri-county area, and thus,
were excluded from the count.
146. See City Football Club, WEFUNDER, https://wefunder.com/dcfc/buzz [https://per
ma.cc/9QWM-SJTM] (last accessed July 15, 2021) (using the following search parameters:
“Define Local as: Wayne, Oakland, Macomb counties” and “Why: conservative definition”).
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Club’s support.147 For example, lead investor and local pop icon Iggy Pop148
commented:
Everywhere I go all my life when people ask me where I’m from, I feel
a surge of pride when I can say Detroit. That blessing has always been my
bedrock. Futbol is a great game, and this is really cool.149
The rock legend’s enthusiasm for Detroit and its minor league football
club is echoed by the comments of many other investors. For example, other
investors state that they are “proud to be a small part of the club that is so
critical to the Detroit community,”150 and that “what the club is doing
building the organization from the ground up with the community side-byside partners in their growth and direction is downright admirable and
inspiring.”151 These comments demonstrate a similar level of local support
when compared with the bars and restaurants featured in the previous
subsection. This is not surprising, as research shows that sports fans can be
very passionate about the local teams they support.152
Chattanooga Football Club provides another example of a minor league
sports team leveraging a passionate local fanbase153 in an Equity
Crowdfunding campaign.154 In this campaign, the team was able to raise
almost $900,000 from over 3,000 investors in 2019.155 588 investors
commented on the Chattanooga Football Club fundraising page, providing
their location data,156 and of those investors, twentyeight percent (163 of
588) were located in Chattanooga.157 Additionally, fortyeight percent (280
147. See What Investors Say – Detroit City Football Club, supra note 4 (providing investor
comments on Detroit City Football Club’s equity crowdfunding campaign).
148. See Amanda Petrusich, The Survival of Iggy Pop, THE NEW YORKER (Aug. 26, 2019),
https://www.newyorker.com/magazine/2019/09/02/the-survival-of-iggy-pop [https://perma.c
c/V8L7-ELG8] (last visited June 2, 2021) (describing Iggy Pop as someone who “helped
invent and refine punk rock, a genre of music so menacing and physically savage that it is
sometimes shocking that Pop has made it to the age of seventy-two.”).
149. See What Investors Say – Detroit City Football Club, supra note 4 (quoting celebrity
investor Iggy Pop).
150. See id. (citing a comment from investor Christopher Moyer).
151. See id. (referencing a comment from investor Sam Moschelli).
152. See Mastromartino et. al., supra note 100.
153. See What Investors Say – Chattanooga Football Club – For the First Time in
America, a Soccer Club Offers Fans True Ownership, WEFUNDER, https://wefunder.com/cha
ttanoogafc/buzz [https://perma.cc/635Z-SSEJ] (last visited June 2, 2021) (citing investor
Graham Courter saying “[t]o watch my favorite sport grow in my hometown is just amazing,
to be a part of it, even better.”) [hereinafter What Investors Say – Chattanooga Football Club].
154. See Chattanooga Football Club, supra note 137.
155. Id. (stating that Chattanooga Football Club raised $872,750 from 3,256 investors and
was last funded in June 2019).
156. See What Investors Say – Chattanooga Football Club, supra note 153.
157. See Chattanooga Football Club, WEFUNDER https://wefunder.com/chattanooga
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of 588) of the investors were located in the state of Tennessee.158 These
statistics from Chattanooga Football Club’s Equity Crowdfunding campaign
closely compare to some of the restaurants reviewed in subsection IV (a),
demonstrating that minor league sports teams can effectively and
consistently raise capital from passionate local fans through Equity
Crowdfunding.
However, it is important to recognize that not all minor league sports
ventures have the “right stuff” when it comes to raising money from local
fans. Two great examples of this come from American-style football leagues
that have raised money via Equity Crowdfunding – the American 7s Football
League159 and Fan Controlled Football.160 In the case of American 7s
Football League, the league itself (which has 20 teams in various U.S. cities)
did the fundraising through Equity Crowdfunding, rather than having local
teams run individual campaigns.161 This strategy (marketing the Equity
Crowdfunding campaign as a league) does not provide for the same ability
to leverage local fanbases in the fundraising efforts.
With respect to Fan Controlled Football, the league has conducted
separate (and successful) Equity Crowdfunding campaigns for each of its
teams.162 However, the league itself is intended to be “a new category of
interactive entertainment that blurs the line between traditional sports and
video games.”163 Interestingly, this includes making the primary mode of
viewing games via streaming video164 and playing all games in the same

fc/buzz [https://perma.cc/GH6D-QEYK]; (last accessed July 9, 2021) (using the following
search parameters: “Define Local as: “Chattanooga” and “Why: location: in Chattanooga”).
158. Id.
159. See A7FL, supra note 138.
160. See e.g., FCF – Beasts, REPUBLIC, https://republic.com/fcf-beasts [https://perma.
cc/R6LB-GA5K] (last visited June 2, 2021) [hereinafter FCF - Beasts].
161. See A7FL, supra note 138 (stating that “[t]he American 7s Football League has
pioneered no-helmets no-pads full contact tackle football” and
[i]n addition to our Northeast teams, we’ve added San Diego and Orlando
divisions for a total of 20 teams when our 7th season launches on April 11, 2021.
We’ve also restructured our league for future growth (we not only have 8
additional teams ready for 2022, we are planning to add new markets by licensing
territories to new team ‘owners’).
162. See e.g., FCF - Beasts, supra note 160 (stating that the team has raised over $350,000
via equity crowdfunding); see also FCF – Glacier Boyz, REPUBLIC, [https://perma.cc/UF9CMTXV] (last visited June 2, 2021) [hereinafter FCF – Glacier Boyz] (stating that the team
has raised nearly $325,000 via equity crowdfunding).
163. See FCF – Glacier Boyz, supra note 162.
164. See id. (stating that fans watch games “across desktop, mobile and connected TV”
and are able to participate in the action by voting on which play a team will run next).
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city165 (thus, naming each team with a nickname166 – e.g.: “Beasts”, but not
with a corresponding city name – e.g.: “Dallas Cowboys.”) By structuring
Fan Controlled Football in this manner, the league has taken away two
characteristics that lead to successful Equity Crowdfunding campaigns led
by local investors: (1) team presence in a local market; and (2) the ability for
fans to attend games locally (and in-person). In this sense, Fan Controlled
Football looks more like a technology startup raising capital and less like a
minor league sports franchise leaning on its local fans.
Given the above examples, it seems that minor league sports franchises
with a strong existing local fanbase can leverage Equity Crowdfunding
campaigns to access an amount of capital significant to their operations,167
which can unlock the potential for future growth. Other scholars have
previously explored this use of Equity Crowdfunding and have promoted its
potential.168 Today, it appears that fans owning their favorite local team has
become a reality via Equity Crowdfunding.
However, fan investment in local sports ventures does not need to be
limited to strictly franchise ownership. For example, minor league teams
may be able to finance a portion of new stadiums through Equity
Crowdfunding campaigns, in fact, Detroit City Football Club has done so in
the past via a state-level equity crowdfunding campaign.169 In other sports,
165. See Will Hammock, Infinite Energy Arena to Host Unique Fan Controlled Football,
Featuring Johnny Manziel, GWINNETT DAILY POST (Jan. 22, 2021), https://www.gwinnettd
ailypost.com/sports/infinite-energy-arena-to-host-unique-fan-controlled-football-featuringjohnny-manziel/article_beecb74c-5c70-11eb-8860-17234960ec7b.html [https://perma.cc/V
65Q-F78X] (last visited June 2, 2021) (stating that “Gwinnett County’s Infinite Energy Arena
has been selected as the hub for the unique Fan Controlled Football esports league, which
features indoor games with real players and allows viewers to call plays in real time.”).
166. See Andrew Lind, Fan Controlled Football League Chooses Team Names, Solicits
Logo Submissions, SPORTSLOGOS.NET NEWS (Nov. 12, 2020), https://news.sportslogos.net/2
020/11/12/fan-controlled-football-league-chooses-team-names-solicits-logo-submissions/fo
otball/ [https://perma.cc/7WFS-GJ7P] (last visited June 2, 2021) (sharing the four names of
FCF teams: the Glacier Boyz, the Zappers, the Beasts, and the Wild Aces).
167. For example, Detroit City Football Club raised nearly $1.5 million via Equity
Crowdfunding, which is significant compared to the franchise’s highest revenue year in 2019
(just over $1.8 million). See Detroit City Football Club, supra note 136 (showing a yearly
total revenue chart for Detroit City Football Club, as well as the franchise’s total amount
raised through Equity Crowdfunding).
168. See Edward A. Fallone, Crowdfunding and Sport: How Soon Until the Fans Own the
Franchise?, 25 MARQ. SPORTS L. REV. 7, 33-34 (2014) (discussing the high valuations of
professional sports teams as precluding successful Equity Crowdfunding efforts, but also,
discussing how the relatively low valuations of minor league sports teams make them
promising ventures to utilize Equity Crowdfunding).
169. See Anna Clark, A Crowdfunded Stadium is Coming to Detroit, NEXT CITY (Dec. 17,
2015), https://nextcity.org/urbanist-news/crowdfunding-new-stadium-detroit-soccer [https://
perma.cc/J978-D876] (last visited July 2, 2021).
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the cost to build a new minor league stadium appears to be “in the ballpark”
when compared to minor league team valuations,170 so this strategy could be
deployed by many different types of minor league franchises. As public
financing for new stadiums becomes less popular due to its enormous
continuing burden on taxpayers,171 Equity Crowdfunding could be a useful
tool to finance stadium renovations or newly built stadiums for minor league
franchises. When done correctly, these Equity Crowdfunding campaigns
could leverage the same local flavor used by Detroit City Football Club and
Chattanooga Football Club by inspiring fans to help build a venue that will
provide their city with sports and entertainment events for years to come.
c. Other Successful AE&S Equity Crowdfunding Campaigns
In this final category of Section IV, the reader will learn about two
Equity Crowdfunding campaigns that fall under the Local AE&S Business
umbrella. First, I will take a look at Treefort Music Fest, an annual music
festival in Boise, Idaho that recently raised over $350,000 through Equity
Crowdfunding to help it weather the pandemic.172 After that, I will discuss
an in-progress Equity Crowdfunding campaign for 25 Bough Street, a
proposed community center in Providence, Rhode Island.173 In both cases,
170. Compare Jenna West, Are Minor League Parks a Bad Deal for Cities?, USA TODAY
(Aug. 22, 2017, 5:55 PM ET), https://www.usatoday.com/story/sports/mlb/2017/08/22/mi
nor-league-parks-bad-deal-cities/591770001/ [https://perma.cc/HY2W-BRYJ] (last visited
June 3, 2021) (quoting the cost of a proposed new ballpark in Maryland at $35 million) with
Edward A. Fallone, Crowdfunding and Sport: How Soon Until the Fans Own the Franchise?,
25 MARQ. SPORTS L. REV. 7, 33 (2014) (stating that AAA baseball clubs are valued at as high
as $38 million).
171. See Sean Brown, Crowdfunding: The Answer to the Sports Stadium Controversy, 12
WILLAMETTE SPORTS L.J. 68, 88 (2015) (stating that
teams have abandoned some publicly financed stadiums, while the citizens of the
city or county are still paying off the debt. For example, the old Giants Stadium
carried $110 million in debt, or nearly $13 for every New Jersey resident, when
the municipality demolished it to make way for MetLife Stadium. Sadly, New
Jerseyans are not alone in paying for stadiums that no longer exist. Residents of
King County in Seattle, Washington owed more than $80 million for the
Kingdome. Additionally, residents of Indianapolis, Philadelphia, Houston,
Kansas City, Memphis, and Pittsburgh find themselves in the same predicament.
172. See Treefort Music Fest – Festival Better. Invest in a Fest That Starts with
Community, WEFUNDER, https://wefunder.com/treefort [https://perma.cc/TYN7-JR86] (last
visited June 4, 2021) [hereinafter Treefort Music Fest].
173. See Invest in 25 Bough Street – a Public Benefit Corp – Transform a Vacant Building
in the Heart of the City to Empower the Community!, WEFUNDER, https://wefunder.com/25b
oughstreet/ [https://perma.cc/4LS7-6HP6] (last visited June 4, 2021) [hereinafter Invest in 25
Bough Street].
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the companies raising money through Equity Crowdfunding have built a
strong narrative around how they contribute to their local community, which
has helped fuel each campaign’s success. Thus, these campaigns are
highlighted because of the strong local narratives they have used to market
the Equity Crowdfunding campaign to investors, rather than the number of
local investors they gathered. By the end of this subsection, the reader will
have learned how successful Equity Crowdfunding campaigns highlight
their impact on a specific community to fuel investor interest.
First, let’s look at Treefort Music Fest’s successful Equity
Crowdfunding campaign, which ended in April 2021 by raising over
$350,000 from nearly 1,000 investors.174 Treefort Music Fest’s WeFunder
page reads as an appeal to the local community, pitching the music festival
as “vital to Boise’s recovery” from the pandemic and “an economic driver
for downtown Boise and the community at large.”175 Additionally, many of
Treefort Music Fest’s key team members have strong connections to the
Boise area that are prominently featured on the fundraising page.176 Lastly,
the fundraising page underscores how Treefort Music Fest has strong local
partnerships,177 provides new cultural opportunities to community
members,178 and provides a forum for “innovation and fresh ideas in civic
policy.”179 Overall, the message is consistent and clear: Treefort Music Fest
is a significant annual opportunity for Boise residents to engage with music,
the arts, and one another.
The Equity Crowdfunding campaign run by 25 Bough Street,180 a
proposed community center in Providence, Rhode Island, uses a similar
playbook when compared to Treefort Music Fest. As of this writing, 25
Bough Street has raised nearly $150,000 from almost 200 investors and
continues to seek capital through its Reg CF campaign.181 Much of 25 Bough
Street’s success can be attributed to two main factors: (1) its intense focus

174. See Treefort Music Fest, supra note 172 (stating that Treefort Music Festival raised
$361,267 from 956 investors via the WeFunder portal).
175. Id.
176. See e.g., Id. (providing biographical information for Treefort Music Fest’s Founder,
who is a “Boise-lover” and the Festival Director, who was “raised in Boise”).
177. Id. (discussing the music festival’s partnerships with Boise State University, the
Idaho Department of Commerce, and hundreds of local businesses and nonprofits).
178. Id. (stating that the festival is “[a] dynamic hub for creatives that energizes the
cultural and economic ecosystem in Boise and beyond.”).
179. Id.
180. See Invest in 25 Bough Street, supra note 173.
181. Id. (stating that 25 Bough Street has received $149,355 from 199 investors, and that
although the company’s first fundraising goal has been reached, investors are still able to
invest).
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on providing a space for underserved populations;182 and (2) its local focus,
specifically, in the Olneyville area of Providence.183 This message seems to
have resonated with some investors.184 For example, one investors praises
this “hyper-local” investment opportunity as something that “can anchor and
support the people in the neighborhood.”185 Others echo this comment by
saying that they “love the ideal of transforming an abandoned building into
something useful for the community,”186 and because they “believe in the
mission of empowering youth and building the community stronger, safer
and smarter.”187 25 Bough Street’s success in its’ Equity Crowdfunding
campaign is evidence that an Equity Crowdfunding campaign tailored to a
local investor audience can strongly resonate with that audience, and
ultimately, lead to funding.
Next, in Section V, this article will apply the learnings from the Equity
Crowdfunding campaigns discussed in this Section IV to the current rules
and regulations governing Equity Crowdfunding in the United States. In
doing so, the author will make some common-sense policy proposals that
could help Local AE&S Businesses raise money more easily through Equity
Crowdfunding, while providing strong protection to investors.
V.

LESSONS LEARNED REGARDING EQUITY CROWDFUNDING AND
POSSIBLE REFORM TO EQUITY CROWDFUNDING REGULATIONS

This Section V will provide new insights with respect to the types of
business ventures that are successful raising funding through Equity
Crowdfunding campaigns. Specifically, this Section will endorse Local
AE&S Businesses as worthy recipients of investor funds through Equity
Crowdfunding. My hope is that scholars, investors, and policymakers will
see that ventures other than high-risk startups are good candidates for
182. Id. (stating that “25 Bough Street will transform an abandoned building into a
community source of empowerment for underserved youth, women and the community,” and
“[t]he space will represent the diverse community that surrounds it, welcoming Black,
Indigenous, LatinX, and People of Color to a safe space driving innovation, collaboration,
and entrepreneurship. There is currently no other space in Providence with the same focus!”).
183. Id. (stating that “[i]n a city and state which is brimming with culture, Providence,
Rhode Island is substantially lacking diverse spaces. In Olneyville, most event facilities, and
banquet halls have inflexible catering and little cultural fluency.”).
184. See Investor Panel – Invest in 25 Bough Street – a Public Benefit Corp – Transform
a Vacant Building in the Heart of the City to Empower the Community!, WEFUNDER, https://
wefunder.com/25boughstreet/buzz [https://perma.cc/B88J-SPM3] (last visited June 4, 2021)
[hereinafter Investor Panel – 25 Bough Street].
185. Id. (comment from investor Tony Wilkins under “Strengths” heading).
186. Id. (comment from investor Joel J Lacoste).
187. Id. (comment from investor Rupa Datta).
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funding through such campaigns. In accepting this viewpoint, ecosystem
members can be a bit more optimistic about the quality of the companies
using Equity Crowdfunding to raise capital.
Secondly, this Section will suggest an addition to the group of investors
typically sought out by early-stage ventures: fans of Local AE&S
Businesses. While new ventures typically seek out friends, family, and fools
as their early investors,188 Section IV has demonstrated that fans are a viable
fourth group of investors for some ventures using Equity Crowdfunding.
Lastly, this Section will suggest one major reform to current Equity
Crowdfunding regulations, which would allow for companies using Equity
Crowdfunding to hold limited in-person events for purposes of soliciting
investors in their local area. By doing so, securities law can provide an
avenue for companies to reach new investors, while providing investors who
are not tech-savvy with greater protections.
a. Local AE&S Businesses – An Equity Crowdfunding Candidate
That Isn’t A Lemon
One common concern expressed in academic literature with respect to
Equity Crowdfunding is the “market for lemons” problem.189 This theory
states that Equity Crowdfunding portals will consist only of low quality
startup companies that could not finding funding through more traditional
channels of investment, which will inevitably lead to thousands of
unaccredited startup investors losing capital that they cannot afford to lose.190
188. See Martin Zwilling, 8 Best Practices to Seek Funding from Friends, Family, and
Fools, FORBES (May 22, 2015), https://www.entrepreneur.com/article/246404 [https://perma
.cc/K477-AHGF] (last June 12, 2021) (stating that
[m]any first-time entrepreneurs find themselves unable to bootstrap their startups,
and also unable to find early funding at the venture capital level or even with
angel investors. Their only recourse is that first tier of investors, fondly called
Friends, Family and Fools. These are the only people likely to believe in
newbies, with only minimal product evidence or business experience.
[hereinafter Zwilling].
189. See Michael B. Dorff, The Siren Call of Equity Crowdfunding, 39 J. CORP. L. 493
(2014) (stating that “[t]he problem with equity crowdfunding is not the extent of disclosure.
The problem is that the companies that participate will be terrible prospects. As a result,
crowdfunding investors are virtually certain to lose their money.”); see also Ibrahim, supra
note 9, at 566 (stating that “there is the related question of whether those high-quality Title
III startups will be outnumbered by low-quality startups with no good way for unaccredited
investors to distinguish between them. Should that happen, high-quality startups would not
be valued appropriately, resulting in their exit from Title III, leaving only ‘lemons’
remaining.”).
190. See Dorff, supra note 189, at 493 (stating that
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This article does not comment on the market for lemons problem as it
pertains to newly formed startup companies seeking funding. Instead, this
article seeks to point out that current literature has ignored an important type
of company that can raise capital through Equity Crowdfunding, while
benefitting its investors in myriad ways: Local AE&S Businesses.191
As Section IV demonstrates, Local AE&S Businesses are common
success stories with respect to fundraising in the Equity Crowdfunding
space, sometimes raising millions of dollars from local investors.192 Many
of these campaigns occurred in the recent past, giving us insufficient data on
whether the Local AE&S Businesses have turned out to be strong financial
investments.193 However, it is important to point out two major differences
distinguishing these Local AE&S Businesses from the startup “lemons”
contemplated by previous literature.
First, Local AE&S Businesses more closely resemble small businesses,
which have a different risk vs. reward profile than startup ventures.194 For
example, the bars and restaurants featured in Section IV (a) are significantly
different investment opportunities than investments in high-growth, startup
ventures. While a new restaurant is a potentially risky investment, it is all
but guaranteed that the restaurant will have revenue derived from paying
customers. After all, restaurants solve an age-old problem for their
customers: providing a tasty meal. Most of us seek that solution three times
per day. Alternatively, startup companies often provide a novel solution to
a consumer problem (e.g., ordering a taxi via mobile application;195 or

[i]nvestors will not find tomorrow’s Googles on crowdfunding portals because
they will not be there; instead, start-ups with real potential will continue to use
other programs, such as the newly expanded Rule 506 exemption. This outcome
is the inevitable result of the nature of start-up investing and crowdfunding. No
amendments to the Act or rulemaking by the Securities and Exchange
Commission can prevent it. The only solution that will protect investors is
abolishing equity crowdfunding for the unaccredited.
191. See supra Section IV (defining Local AE&S Business).
192. See e.g., Detroit City Football Club, supra note 136 (referencing an equity
crowdfunding campaign that raised nearly $1.5 million dollars from over 2,700 investors).
193. Id. For example, Detroit City Football Club closed its fundraising round on
WeFunder in 2020. Given that less than one year has elapsed since investment, it is difficult
to evaluate the financial return an investor might receive from this investment.
194. See Randa Kriss, Startup vs. Small Business: What’s the Real Difference?,
NERDWALLET (Oct. 22, 2020), https://www.nerdwallet.com/article/small-business/startup-vs
-small-business [https://perma.cc/RQ8G-DARG] (last visited June 11, 2021) (stating that
“[w]henever you’re trying to launch a new company, there’s always some level of risk
involved. However, when it comes to comparing a startup vs. small business, there is certainly
an added level of risk associated with a startup.”).
195. See A Guide for How to Use Uber, UBER, https://www.uber.com/us/en/ride/how-it-
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providing an automated, driverless car.)196 This novel solution may not be
adopted by customers quickly, or at all, which explains why revenue is
uncertain for most startup companies. This uncertainty with respect to
revenue makes a startup venture an investment that carries more risk when
compared to a small business with more certain (and modest) revenue
streams, like a Local AE&S Business. In short, Local AE&S Businesses
may have less financial upside than a traditional startup company, but they
also carry a lower risk of losing one’s entire investment in the venture.
Second, many stakeholders in the business community have recently
acknowledged that the purpose of a business venture is not limited to
financial returns. This is a belief that is quickly growing in popularity.197 It
is also a belief that can help us to see the value Local AE&S Businesses
provide to their customers and investors.
While turning a profit will always be important for for-profit
businesses, many businesses also care about making a positive impact on the
world around them.198 In the case of many Local AE&S Businesses, we
could classify their impact on fans and investors as cultural enrichment. For
example, the companies featured in Section IV (c) (i.e.: Treefort Music Fest
and 25 Bough Street) provide new opportunities to the communities they
serve. In the case of Treefort Music Fest, the company has worked to
“provide[] a platform to address worldly issues with intention, champion[]
innovation, [and] advocate[] for inclusivity and equity,”199 among other
things. Certainly, an annual festival with noble goals like the goals
enumerated above provides cultural opportunities and programming that
enriches the local community.
works/ [https://perma.cc/UA2D-QF45] (last visited June 11, 2021) (describing how to hail a
ride using the Uber mobile application).
196. See e.g., Future of Driving, TESLA, [https://perma.cc/3LGS-PGV5] (last visited June
11, 2021) (describing Tesla’s autopilot mode).
197. See e.g.; David Gelles and David Yaffe-Ballany, Shareholder Value is No Longer
Everything, Top C.E.O.s Say, N.Y. TIMES (Aug. 19, 2019), https://www-nytimes-com.cdn.
ampproject.org/c/s/www.nytimes.com/2019/08/19/business/business-roundtable-ceos-corp
orations.amp.html [https://perma.cc/8K7B-8BMF] (last visited June 11, 2021) (discussing a
letter written by corporate executives stating that companies must “invest in their employees,
protect the environment and deal fairly and ethically with their suppliers” in addition to
turning a profit); see generally David Nows and Jeff Thomas, Delaware’s Public Benefit
Corporation: The Traditional VC-Backed Company’s Mission-Driven Twin, 88 UMKC L.
REV. 873 (2020) (discussing benefit corporations, a new type of business entity that allows
for corporate officers to pursue both social goals and profits in tandem, without breaching
their fiduciary duty to the corporation’s shareholders).
198. See e.g., We’re in Business to Save Our Home Planet, PATAGONIA, https://www.pat
agonia.com/activism/ [https://perma.cc/KHF9-V3HM] (last visited June 11, 2021)
(discussing Patagonia’s corporate activism to address the climate crisis).
199. See Treefort Music Fest, supra note 172.
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Alternatively, 25 Bough Street plans to focus on providing
opportunities to underserved populations in their community, for example,
teaching financial literacy and health and wellness topics to children.200
Those who choose to invest in these ventures are likely to care as much about
the social impact of the venture as its’ potential for profit. In fact, investor
comments on the company’s WeFunder page support that notion.201 Equity
Crowdfunding portal websites like WeFunder understand that this sentiment
motivates investors too. As a result, WeFunder brands the investments
contained on their portals as “socially-good lottery tickets.”202
Given these factors, future discussions on the types of companies that
raise capital through Equity Crowdfunding campaigns should not focus
solely on high-growth startups and so-called lemons. Instead, those
conversations should acknowledge that many small businesses serving niche
audiences in their local community (the Local AE&S Businesses) have had
success via Equity Crowdfunding while providing their investors with both
social benefits, and the potential for financial benefits. By acknowledging
this fact, we can have more accurate discourse regarding the value of Equity
Crowdfunding to investors, especially unaccredited investors.
b. Friends, Family, Fools, and Fans? The Fourth Type of EarlyStage Investor
Early-stage ventures often struggle to raise capital from angel investors
and venture capitalists, especially before they have built a minimum viable
product or achieved significant sales numbers.203 Those new ventures are
often left with two options to obtain capital. First, the new venture may
choose to fund itself with capital from its founders, while reinvesting all
profits of the venture into future growth.204 This strategy is referred to as

200. See Invest in 25 Bough Street, supra note 173.
201. See Investor Panel – 25 Bough Street, supra note 184 (referencing comments from
investor Tony Wilkins).
202. See Wefunder Is a New Kind of Stock Market, WEFUNDER, https://wefunder.com/ [ht
tps://perma.cc/3WQ3-PREL] (last visited June 11, 2021) (addressing the risk and reward of
investments on the WeFunder platform and stating that “[s]tartups win big or go bankrupt.
Consider investing in them more like socially-good lottery tickets.”).
203. See Zwilling, supra note 188.
204. See Will Kenton, Bootstrapping, INVESTOPEDIA (Sept. 20, 2020), https://www.invest
opedia.com/terms/b/bootstrapping.asp [https://perma.cc/6JRX-6WSG] (last visited June 12,
2021) (stating that “[b]ootstrapping describes a situation in which an entrepreneur starts a
company with little capital, relying on money other than outside investments. An individual
is said to be bootstrapping when they attempt to found and build a company from personal
finances or the operating revenues of the new company.”).
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bootstrapping.205 Alternatively, the new venture may turn to close allies for
investment. Typically, these investors believe in the founders and their new
venture’s potential before the business has shown signs of success.206 Startup
literature often refers to these investors as the “Three Fs” – friends, family,
and fools.207 This subsection V (b) explores a fourth “F” to add to the group
of initial investors - fans. Given the success of Local AE&S Businesses in
the Equity Crowdfunding space, fans seem like a natural addition to this list
of early-stage investors.208
Previous works have pointed out that Equity Crowdfunding opens the
door for most fans to invest in new ventures.209 After all, roughly ninety
percent of all individuals are unaccredited investors,210 so most fans are likely
to fall into the unaccredited category. Given that most fans are unlikely to
be accredited investors, they were effectively excluded from investing in
startups and small businesses prior to Equity Crowdfunding going live.
However, with the availability of Equity Crowdfunding, fans are now a
viable seed investor group for some new ventures given their enthusiasm for
the business and their desire to see it succeed.211
More specifically, the Local AE&S Businesses discussed in this article
appear to be obvious candidates for fan investors, given the strong
enthusiasm these fans often have for local restaurants, bars, sports teams,
festivals, and other entertainment venues and events. In fact, fans likely
constitute the largest potential pool of investors for these early-stage
businesses when compared to the number of friends and family affiliated
with the venture’s founders. Given that fact, the best path to investment for
these early-stage Local AE&S Businesses is Equity Crowdfunding. Wise
Local AE&S Businesses will build their Equity Crowdfunding campaign
around attracting fan investment, something which we repeatedly observed
with the campaigns discussed in Section IV. By utilizing this strategy, Local
AE&S Businesses can drive fan engagement and position themselves for
optimal early-stage fundraising outcomes.

205. Id.
206. See Zwilling, supra note 188.
207. Id.
208. See supra Section IV.
209. See Robins supra, note 74, at 1065–66 (describing friends, family, and fools, while
also contemplating the availability of investment from a “built-in network of enthusiastic
supporters” who could also be referred to as fans).
210. See Thomas, supra note 8, at 376 (stating that unaccredited investors “make up
approximately 90% of the population.”).
211. See generally supra Section IV.
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c. One Possible Reform to Existing Equity Crowdfunding Regulations
Finally, this subsection V (c) suggests one major reform to Regulation
CF: allowing for limited in-person solicitation of Equity Crowdfunding
investors. The goal behind this modest reform proposal is simple: to allow
businesses seeking capital through Equity Crowdfunding to more effectively
reach the local investors who would be drawn to their campaign. This
proposal could help capital-seeking Local AE&S Businesses in many ways.
This subsection V (c) seeks to outline those benefits in detail.
First, allowing for limited, in-person solicitation of investments in
Equity Crowdfunding campaigns could expand the types of investors who
participate in such offerings. Currently, the investors participating in Equity
Crowdfunding offerings are quite homogenous. For example, statistics show
that persons aged 24-35 are significantly more likely to participate in Equity
Crowdfunding campaigns as investors, while investors age 45 and up are
significantly less likely to invest in a business through Equity
Crowdfunding.212 Additionally, statistics show that eightyfour percent of
investors in successful Equity Crowdfunding campaigns are male.213 Given
this data, online Equity Crowdfunding offerings clearly cater to a specific
type of investor: young males. This system leaves out many investors who
could provide valuable capital and wisdom to companies raising capital
through Equity Crowdfunding.
One group of investors currently being left out of Equity Crowdfunding
campaigns are older investors. Finding ways to get this age cohort involved
with Equity Crowdfunding investing would be a positive development for
the companies raising capital through Equity Crowdfunding. There are a
couple of key reasons to encourage this cohort to participate in Equity
Crowdfunding investment. First, the vast majority of accredited investors
are over 50 and these investors are no longer limited with respect to how
much they can invest in an Equity Crowdfunding company.214 In fact, it is
estimated that seventyfour percent of accredited investor households have a
212. See Maddie Shepherd, Crowdfunding Statistics (2021): Market Size and Growth,
FUNDERA (Dec. 16, 2020), https://www.fundera.com/resources/crowdfunding-statistics [http
s://perma.cc/29WV-BST6] (last visited June 14, 2021) (providing statistics on Equity
Crowdfunding campaigns).
213. See Irene Tordera, Crowdfunding: 84% of Investors Are Male, but Women Are More
Successful, DIFITEK (Feb. 6, 2014), https://news.crowdvalley.com/news/crowdfunding-84-ofinvestors-are-male-but-women-are-more-successful [https://perma.cc/X67W-DPUV] (last
visited June 14, 2021) (stating that “84% of the investors in the successful crowdfunding
projects is (sic) male. However women entrepreneurs have higher success rates on
crowdfunding campaigns than men.”).
214. See 17 C.F.R. § 227.100(a)(2)(2021).
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head of household over age 50, according to 2016 Federal Reserve data.215
Providing better access to these investors for companies that fundraise
through Equity Crowdfunding campaigns could be a game-changer.
Additionally, the group of investors in this age cohort meet the profile
of your typical angel investor. These investors are valuable to a new venture
because of their capital, but also, they are valuable because of the potential
mentorship they can provide to the venture’s leadership team.216 Providing
a better avenue for angel investors to participate in Equity Crowdfunding
campaigns would be a benefit to almost everyone involved. Companies
would receive an investor who can contribute more capital and provide
mentorship based on prior business experience.217 Alternatively, other
investors would benefit from the participation of more “professional”
investors that can better evaluate investment opportunities. These
“professional” investments can act as an endorsement mechanism for less
experienced investors, reducing the risk of participating in an Equity
Crowdfunding campaign as an investor.
Given that a goal of Equity Crowdfunding policy should be to engage
these more experienced investors, a logical reform to Regulation CF would
be to allow for limited, in-person solicitation of investments. Currently,
Equity Crowdfunding transactions must be conducted exclusively through
an SEC approved intermediary and their online platform,218 an example of
which is the WeFunder platform featured prominently in this article.219
Given this requirement, companies that fundraise through Equity
Crowdfunding have no ability to solicit investments in-person. This can be
problematic for companies that would like to receive investment from older
investors, because those investors are less likely to be on the Internet220 and
less likely to be comfortable entering into a financial transaction online.221
215. See PK, How Many Accredited Investors Are There by Age?, DQYDJ (Oct. 7, 2020),
https://dqydj.com/accredited-investors-by-age-in-america/ [https://perma.cc/SAV4-HNX5]
(last visited June 14, 2021) (providing Federal Reserve data on accredited investor
households).
216. See supra Section II (a).
217. A third benefit to companies could come from improved deal terms with angel
investors, if enough companies could convince angels to simply invest through their Equity
Crowdfunding campaign.
218. See 17 C.F.R. § 227.100(a)(3)(2021).
219. See generally WEFUNDER, supra note 31.
220. See Adult Internet Usage Penetration in the United States from 2000 to 2021, By Age
Group, STATISTA (April 2021), https://www.statista.com/statistics/184389/adult-internet-use
rs-in-the-us-by-age-since-2000/ [https://perma.cc/96JS-APNU] (last visited June 14 ,2021)
[hereinafter STATISTA] (showing a persistent gap between the percentage of Americans age
65 and up who are Internet users compared to younger age cohorts).
221. See Susannah Fox, 51% of U.S. Adults Bank Online, PEW RESEARCH CENTER (Aug.
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Providing these investors (and others) a different forum through which to
engage in Equity Crowdfunding campaigns would provide benefits to all
parties involved.
Given the aim of engaging new populations of local investors, this
article proposes a one-stop roadshow for Equity Crowdfunding campaigns,
comparable to the multi-stop roadshows used under other SEC exemptions
from registration.222 Under this proposal, companies using Regulation CF to
raise capital would be permitted to have a limited number of in-person
solicitation events in their home city, to provide an alternative forum for
investors to learn more about the investment opportunity. These “homeshow” events would be regulated in the same way “road-shows” are
regulated by the SEC, except that Equity Crowdfunding intermediaries (like
WeFunder) would be tasked with providing support to host these events and
to help companies remain compliant with SEC rules. These intermediaries
could charge for their in-person services223 in the same way they currently
do for online portal services, and companies would have the choice to hold
a “home-show” or decline the option and stick to an online-only fundraise.224
For some companies, the “home-show” would be an attractive option
for fundraising. First, the “home-show” would provide for an alternate
forum for investors to learn about the investment opportunity. This alternate
forum could be especially useful to investors who do not use the Internet as
much as the typical person, which statistically speaking, is investors age 65
and up.225 Companies that want to engage these investors would be wise to
consider the “home-show” option. Secondly, the “home-show” could be an
incredible opportunity for Local AE&S Businesses to engage fans and
supercharge their Equity Crowdfunding campaigns. For example, a minor
7, 2013), https://www.pewresearch.org/internet/2013/08/07/51-of-u-s-adults-bank-online/ [ht
tps://perma.cc/8VA2-7B22] (last visited July 2, 2021) (showing that younger Americans are
more likely to conduct financial transactions online compared to their older counterparts).
222. See Andrew A. Schwartz, The Gatekeepers of Crowdfunding, 75 WASH. & LEE L.
REV. 885, 899–900 (2018) (explaining that a road-show is an expensive “series of in-person
meetings and presentations to potential investors and which requires the hiring of public
relations, catering, travel, printing, and many other types of consultants and specialists.”).
223. See Start Raising Money in 15 Minutes, WEFUNDER, https://wefunder.com/raise [ht
tps://perma.cc/MYK9-398F] (last visited July 2, 2021) (stating that WeFunder charges
companies 7.5% of the funds successfully raised through their platform). Certainly,
WeFunder could raise this fee for companies raising capital through a “home-show” event.
224. One reason a company might choose to decline the “home-show” option – the costs.
See Andrew A. Schwartz, The Gatekeepers of Crowdfunding, 75 WASH. & LEE L. REV. 885,
899–900 (2018).
225. See STATISTA, supra note 220 (showing that in 2021, only seventyfive percent of
people age 65 and up use the Internet, compared to at least ninetysix percent in all other adult
age cohorts).
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league baseball team could hold a “home-show” prior to a home game, or a
brewery could host a home-show on a Saturday night when debuting their
latest beer. By taking advantage of these well-attended in-person events, a
company could provide information about their Equity Crowdfunding
campaign to enthusiastic fans and potential investors who otherwise may
have never learned about the investment opportunity.
Other potential positive features of the “home-show” format include:
• providing an opportunity for investors to mitigate investment risk by
providing an additional forum to ask questions and learn detailed
information about the company seeking investment;226
• providing a lower cost alternative to road-shows for companies
raising capital;
• providing SEC sanctioned on-site education about Equity
Crowdfunding and how to invest through Equity Crowdfunding
intermediaries; and
• the ability to combine rewards-based incentives with Equity
Crowdfunding for Local AE&S Companies.
For example,
Chattanooga Football Club’s investors received “special owner
perks” in addition to equity ownership and voting rights.227 Inperson investors might be more excited about such rewards,
especially if “home-shows” are conducted in conjunction with
popular in-person events.
Overall, the goals of permitting a limited number of “home-shows”
should be to increase new venture access to capital through Equity
Crowdfunding while retaining (and even strengthening) the investor
protections Equity Crowdfunding portals seek to provide. In doing so, the
SEC could increase the use of Regulation CF among companies and
investors. Additionally, “home-shows” could provide superior investor
education and protection, especially for investors who are not Internet-savvy.
While the costs of implementing “home-shows” may be a concern for
companies, this proposal makes them optional, meaning that added cost can
be avoided for companies that can effectively raise capital online. Thus,
allowing for “home-shows” could be a win-win for all parties involved,
creating a meaningful improvement to Regulation CF.
VI.

CONCLUSION

This article has sought to reverse a prevailing scholarly narrative
226. See supra Section II (a).
227. See Chattanooga Football Club, supra note 137.
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regarding Equity Crowdfunding: that it is a market for companies that make
for undesirable investment opportunities.228 In analyzing the successful
Equity Crowdfunding campaigns conducted by Local AE&S Businesses,
this article has found evidence that fans of bars, restaurants, sports teams,
music festivals, and community centers are eager to support those ventures
when present in their local community.229 While I have provided some
theories as to why these investments are desirable to investors, both
financially and emotionally, there is the potential for rich future research in
those areas. For example, it would be useful to survey fans in an effort to
learn why fan investors are so supportive of Local AE&S Businesses
conducting Equity Crowdfunding campaigns, as those insights could help
companies run more effective campaigns. Additionally, a review of the postinvestment success (or failure) of these companies could help us to
understand how likely it is for these Local AE&S companies to provide a
financial return on investment. Research in these areas could help to confirm
(or disprove) the theories advanced in this article regarding the societal
desirability of Equity Crowdfunding campaigns run by Local AE&S
Businesses.
Alternatively, this article has contributed to the scholarly discussion on
how to reform Regulation Crowdfunding in a way that makes the exemption
more useful for issuers targeting a local investor audience, while maintaining
(or even strengthening) protections for those local investors.230 Specifically,
this article has proposed an in-person option for issuers to solicit fan
investors during an Equity Crowdfunding campaign at popular events hosted
by the issuer – similar to the “road show” events held under other exemptions
from securities law.231 Future research aimed at analyzing Equity
Crowdfunding campaigns, as well as the outcomes of companies that were
successful in raising capital through Equity Crowdfunding from local
investors, could also provide valuable insights to craft additional reform
proposals.
These efforts would be useful in transforming Equity
Crowdfunding from a controversial method of entrepreneurial finance to a
successful method of connecting avid fan investors with high-potential
investment opportunities.

228.
229.
230.
231.

See supra Section V (a).
See supra Section IV.
See supra Section V (c).
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